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World Bank Project 


Discussion of post-war reconstruction has been 


carried a stage further with the publication of pro- 
posals for a $10,000 million Bank of Reconstruction 


drawn up by Mr. Harry D. White, of the U.S. Treasury, . 


author of the American currency plan. In addition 
to its own large resources, the Bank would have 
extensive borrowing powers. Its main objects would 
be to supply the United and Associated Nations with 
thé large amounts of capital needed for reconstruc- 
tion, for relief, and for economic recovery. The Bank 
would not compete with private capital, but would 
make loans at low interest rates where capital would 
not readily be forthcoming from private investors. 
By assisting in reconstruction, it is argued, the Bank 
would help to prevent social disintegration in the 
defeated countries, while, by making loans to raise 
the standard of living in undeveloped countries, it 
would help to increase trade, and—by restoring 
confidence—ultimately stimulate the flow of private 
capital. 


The plan has been criticised in some quarters as 
over-ambitious. At the same time, it is certain that 
no multilateral currency plan could hope to succeed 
without some such device for organising an outflow 
of capital from the United States, since the latter 
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country is unlikely to accept the import surplus 
appropriate to her position as a creditor nation. Un- 
fortunately, the Bank scheme has political as well as 
economic aspects. Thus, it is suggested that loans 
would not be made to countries indulging in “ careless 
budgetary practices.” The plan argues for the use 
of existing gold, coupled with a limitation on new 
mining ; and there is a very doubtful suggestion that 
an international body such as the Bank would help 
to solve ‘the problem as to the sovereignty” of 
European colonies at present in enemy hands. So 
far as British possessions are concerned, Mr. Churchill 
of course, made it plain some months ago that no 
such problem exists, saying : “ I have not become the 
King’s First Minister to preside over the liquidation 
of the British Empire.” 


Incorporated Accountants in London 


We welcome the steps taken by the Committee 
of the London District Society to resume active work 
after a period when there.seemed inevitable doubt 
as to whether any activities would be justified. The 
immediate aim of the Committee is to provide some 
facilities for members to meet one another and to 
discuss current professional topics. It is therefore 
proposed to arrange three somewhat informal meet- 
ings, at each of which there will be a talk followed 
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by a discussion on a subject of current interest. 
A communication has been addressed to each Incor- 
porated Accountant in the London area asking whether 
the member is interested in the proposal and will 
give support if arrangements be made. We under- 
stand the response has been very satisfactory. As 
economy in paper and postage is imperative, notices 
of the meetings will be sent only to those who have 
expressed their interest. The first three meetings 
will be held at Incorporated Accountants’ Hall, 
commencing at 4.15 p.m., and it is hoped this hour 
will be generally convenient. The subjects on which 
it is proposed to arrange discussions include ‘‘ The 
Amendment of Company Law ” and “ The Future of 
Investment.” 


Some Further Accounting Principles 


The third statement of Accounting Principles has 
been issued by the Institute of Chartered Accountants 
as we go to Press. The statement, which deals with 
the treatment of reserves and provisions in the acounts 
of companies engaged in industrial and commercial 
enterprises, will be studied with much interest both 
in the profession and elsewhere. We hope to com- 
ment on the recommendations in our next issue. 


Accountants’ Fees and Tax Assessments | 


The Chancellor of the Exchequer, Sir John Ander- 
son, has rejected a suggestion by Sir Frank Sanderson, 
Bart., M.P., that accountants’ fees should be allowed as 
deductions in computing the net taxable income. Sir 
Frank Sanderson pointed out the advantage to the 
Treasury, as well as to the taxpayer, that the amount 
subject to taxation should be accurate. The Chancel- 
lor, however, replied: ‘‘ I am afraid that I could not 
adopt my hon. friend’s suggestion.” 


**Pay as You Go”’ Tables 


While most of the Parliamentary discussion of 
“Pay as you go” income tax has centred on the 
extension of the new system to all Schedule E tax- 
payers, an important technical criticism has been 
raised by Messrs. Haynes and Kirton, the two 
actuaries who some time ago put forward a radical 
scheme for amalgamating income tax allowances and 
social security payments. They point out that the 
cumulative tax tables illustrated in the White Paper 
would permit very large deviations between the 
amount of tax deducted and the “ true”’ tax, devi- 
ations ranging up to as much as 18s. for a given week. 
It is accordingly suggested that the tables should be 
drawn up on an entirely different basis. In place of 
52 separate tables for each code number, they would 
have only two tax tables for each code, one applying 
where the employee is entitled to the reduced rate of 
tax and the other where he is liable at the full rate. 
Choice of the correct table in any given week would be 
indicated by borderline figures of earnings to date, 
showing the boundaries of the reduced rate area and 
of the full rate area. It is understood that the 
authorities have not adopted this suggestion, but are, 
nevertheless, modifying the original tables in order to 
smooth out some of the variations in deductions. 
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Thus, in one of the examples quoted in the White 
Paper, earnings are only 6s. higher in the fourth week 
than in the third week, yet the tax deduction rises 
by no less than 7s., so that net earnings are Is. 
lower. Anomalies of this kind will apparently be 
removed by increasing slightly the amount of deduc- 
tions in preceding weeks. 


‘“*An Unreflected Light did never yet Dazzle 
the Vision Feminine.’’ (Sir Henry Taylor) 

The National Conference of Women convened by 
H.M. Government, at the Royal Albert Hall, on Sep- 
tember 28, was described by Mr. Ernest Bevin as an 
historic gathering, called to pay tribute to women for 


their magnificent contribution towards the war effort. 


At the invitation of The Minister of Labour and 
National Service, women members of the Society of 
Incorporated Accountants were represented by Miss 
Phyllis E. M. Ridgway, F.S.A.A., J.P., who has sent 
us the following note: 

“It was certainly a fine opportunity for us to see 
for ourselves what manner of men these were, who 
fixed wartime regulations and forms of control, and 
to hear their reasons for steps already taken and their 
explanations as to why a greater effort was asked 
for. Women’s genuine interest in war and post-war 
problems was proved by the great variety and wide 
scope of the questions. H.M. Ministers and their 
colleagues were overwhelmed by the number. Miss 
Florence Horsbrugh, M.P., Parliamentary Secretary 


_of the Ministry of Health, stressed the fact that 


women had risen to the occasion and we must now 
show that we had staying power. There was greater 
need for cheerfulness, kindliness and sympathy during 
the coming months, and we must guard against 
irritation and impatience. She urged us to look 
after our tempers as well as we look after our stock- 
ings! In reminding us of Florence Nightingale’s 


‘question, ‘What have women to do with war?’ 


Miss Megan Lloyd George said that the Prime 
Minister and his colleagues had acknowledged what 


’ women had already had to do with war—the vital 


question for the future was what women would have 
to do with peace ? She hoped that this meeting was 
not only a gesture to women but also a declaration 
of policy that we should be called upon to continue 


‘our help after the war, not as a right but because 


we had a definite contribution to make. ‘ Bring 
us into this partnership now and give us the chance 
to co-operate.’ Her words certainly summarised 
and crystallised my own feelings and, I am sure, 
the feelings of very many of the delegates at this 
much criticised Conference. Were our Journeys 
really necessary? I think that they were.’ 


Are Cartels Desirable ? 

The pros and cons of monopoly continue to be the 
subject of lively discussion, which has recently had 
special reference to the question of cartels. On 
behalf of the cartels, it is argued that by ensuring a 
more stable framework of trading they prevent 
wastage of capital and also help to reduce transport 
costs through the allocation of markets. Though 
prices may be fixed, it is claimed, competition in 
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quality and service remains ; while, in the long run, 
quotas tend fo be redistributed from the higher to 
the lower cost producers. On the other hand, it is 
admitted that cartels may conspire to exclude new 
entrants, or to suppress new inventions, and thus 
may lead to technical slackness or inefficiency. The 
argument is, in fact, no more than a special case of 
the general problem of monopély. Any combination 
of producers can easily secure some economies in 
cost, the benefit of which may be shared with con- 
sumers. The question is whether, from the point of 
view of the latter, a share in monopoly profits more 
or less outweighs the long-run dangers which arise 
when competition is suppressed: Mrs. Joan Robinson 
says ‘‘ the existence of great concentrations of economic 
power makes nonsense of democracy.”’ If monopolies 
are- to be permitted or encouraged over a wider 
range of Saihenttios than hitherto, we may expect a 
corresponding extension of State supervision to see 
that the monopolistic privileges are not abused. 


The Surplus Textiles Corporation 
To facilitate and control the disposal of surplus 
Government stocks of textiles, wearing apparel, and 
similar goods, the Surplus Textiles Corporation, Ltd., 
has been established, under the auspices of the Board 
of Trade, as a company limited by guarantee and 
not having a share capital. Its members are- whole- 


sale textile merchants in the United Kingdom who. 


have been in business since before August 31, 1939. 
They are required to pay an annual subscription, a 
contrjbution to the stability fund, and a percentage 
levy, at a rate to be approved by the Board of Trade, 
on the value of commodities allocated to them. The 
Corporation will act under the direction of the Board 
of Trade or.of other Government Departments, and 
it will deal with prize goods seized from the enemy 
during the war as well as with goods which become 
surplus to Government requirements at the end of 
hostilities. By this means it is hoped to secure fair 
distribution and to avoid the danger of profiteering. 


Notice to Registrars and Company Secretaries 

A revised procedure has been introduced for 
payments of interest, dividends and capital in respect 
of securities to persons not resident in the sterling 
area. To ensure compliance with the Defence 
(Finance) Regulations, the new rules should be 
strictly observed. The Treasury has issued a Notice 
to Registrars and Company Secretaries, and further 
information is contained in a Notice to Banks and 
Bankers (F.E. 202) issued by the Bank of England. 
Copies of these may be obtained from the Secretary 
of the Society of Incorporated Accountants at 
Incorporated Accountants’ Hall. 


Common Sense and Post-War Trade 
That well known American “columnist,” Mr. 
Walter Lippman, in an article recently published 
‘in the Sunday Times, has put the following question : 
“* How on earth can we sell more and more of every- 
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thing to body and buy less and less from 
anybody ?” is question is a ntly addressed 
to the American people, but Mr. Lippman will doubt- 
less agree that the principle is of general application. 


British Influences Overseas 


Observers of the trend of public opinion, amid 
many claims on their attention, will have noticed a 
developing interest among the British public in the 
British Dominions, Colonies and other territories, 
whether mandated or independent, where Great 
Britain has responsibilities and connections. That 
developing interest can only be stimulated by 


‘publicity and the availability of useful and practical 


information, particularly as regard those who may 
contemplate careers overseas after the war. The 
London Office of the Sudan Government, with 
commendable initiative, has recently published in 
popular form a survey of the Anglo-Egyptian Sudan 
which has been sent to professional bodies, some of 
whose members have previously taken appointments 
or have been Ln mgr engaged in the Sudan. 
The contents of the pamphlet suggest the possibility 
of opportunities in the future in the Sudan for men 
and women with F sqgeniasoory qualifications and 
suitable outlook. e general policy of the Sudan 


Government is clearly indicated by the statement 
that its primary aim is “ the welfare of the Sudanese ”’ 
—and this policy calls for the services of men and 
women trained in Great Britain. It is to be hoped 
that the idea which the issue of this pamphlet 
represents will be helpfully developed by the ye 


ate authorities in regard to other parts o 
British Commonwealth and Empire. 


the 


Sales of New Savings Certificates 

It will be recalled that in January last a new {1 - 
savings certificate was placed on offer, returning a 
tax-free yield of only {1 8s. 2d. per cent. and designed 
to appeal to those who already hold their full quota 
of the original series (which returns {3 3s. 5d. per 
cent. tax free). The response to this new security 
has only recently been made known. In the first 
uarter of the year, it is now disclosed, sales of the 
1 issue amounted to {£8,498,000, and in the second 
quarter to £11,911,000, a total of {20.3 million, 
compared with subscriptions of {164.2 million to 
the 15s. issue over the same period. This result 
could hardly be called spectacular. It is known that 
in October, 1942, some 750,000 persons held their 
full quota of the original series, of whom about 40 
per cent. had taken up their full holding in a single 
purchase. (For the war period taken separately, 


‘the proportion was as high as 60 per cent.) If 40 


per cent. of those holding their full quota of the 
original series had taken up in a Single purchase 
their quota of 250 of the new certificates, such sub- 
scriptions would total £75 million. On the whole, 
it seems fair to conclude that the success of the 
original savings certificate is due in no small measure 
to its very high yield, and less than had been supposed 
to the fact that holdings need not be shown for 
income tax purposes. . 
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WAGE-EARNERS’ INCOME 


TAX 


In view of the importance of the new, system for 
the taxation of weekly wage-earners, we offer no 
apologies for returning to the subject. Last month’s 
editorial was based on the White Paper; we now 


‘have before us the Bill and the debates on the Second 


Reading and in Committee ; moreover, we have had 
time to consider certain aspects more fully. 

It seems that*in many quarters, the fact that a 
workable scheme has been produced by the Treasury 
has led to a general welcome that overlooks certain 
details. The scheme is workable, but that is not 
enough ; it must be easily workable. 

The major criticisms are the serious additional 
work which is to be thrown on employers, complicated 
Tax Tables, and the fact that we shall not know the 
detailed working until Regulations are made by the 
Commissioners of Inland Revenue after the passing 
of the Bill. A proper consideration by Parliament 
is impossible without these Regulations, which should 


have been available when the Bill was under con- © 


sideration. Moreover, certain transitional provisions 
are to be left until next year’s Finance Bill. 

The burden on employers is readily seen. Extra 
columns will be needed in the wages sheets, which 
will upset many systems of mechanical bookkeeping, 
as we understand that few employers have machines 
with sufficient “‘banks’”’ of figures to take the 
additional columns. The labour involved in adding 
the wages for the income tax year to the date of pay- 
ment, reading the appropriate tax table for the par- 
ticular code and amount, and deducting the cumula- 


’ tive tax so far deducted so as to arrive at the tax for 


the week, followed by the entries on the cards, will 
be a serious problem in these days of attenuated and 
inexperienced staffs. A check will be necessary in 
every case, involving more staff, in order to avoid 
errors. All the work has to be done at once, not 
as now, spread over the week. It remains to be seen 
whether the additional staff will be obtainable. Our 
suggestion last month that the cost be borne by the 
State is only reasonable. 


Seldom has Parliament been so unanimous as ‘it 
was in its attack on the proposal that the scheme 
be not applied to the wholé of Schedule E. At the 
time of writing, the Crown has extended the system 
to all taxpayers assessable under Schedule E on pay 
up to £600 a year (and all manual wage-earners no 
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matter what the pay). It may be that by the time 
these words appear, the re-committal of the Bill to 
Committee will have taken place and the whole of 
Schedule E be included. The Chancellor of the 
Exchequer has admitted that this step will have to 
be taken sooner or later, and the only argument 
against it is that i will raise injustice between 
Schedule E and other Schedules ; this already arises, 
whether the scheme is for the whole or only part of 
Schedule E. The case of the one-man company 
emphasises it—by drawing fees instead of dividends 
the owner will be in the scheme. 

Some confusion of thought arises owing to the 
change in the bases of assessment to “ actual ’’ being 
contemporaneous with the change-over to collection 
week by week throughout the tax year. This means 
that those on increasing wages must pay more tax 
at once. That, however, is a price of “‘ pay as you 
earn,” the advantages of which are so great as to 
make the price worth ‘while. 

Ready-reckoners are fast disappearing from busi- 
ness with mechanisation, yet the new system is to 
introduce ready reckoners in the form of tax tables 
(apparently extending to some 1,000 pages) with 
which no machine could cope. A system of graduated 
tax is possible that would do away with the tables. 
We fear we are a voice crying in the wilderness, 
but that does not lessen our conviction that it 
will be found that the tables will have to be first 
simplified and later abolished, as a result of ex- 
perience. A sweeping change is being made; why 
not go the whole way and modify our tax methods 
to meet it? The present proposal has only*gone 
part of the way, by taking the existing scheme of 
taxation and making the system fit it, regardless of 
consequences toemployers. The Revenue are already 
having to “‘ smooth out ”’ the proposed tables. 

The following minor criticisms are also apt: (a) 
There appears to be no provision for the employee 
to inspect his card ; the Regulations may cover this ; 
(b) No provision is made for immediate repayment 
by the Revenue where an employee falls out of work 
(but the Chancellor has promised this will be done) ; 
(c) Certain ‘‘casual”’ workers (part-time gardeners 
are mentioned in the White Paper) are omitted from 
the scheme ; (d) It is not apparent that the “‘ forgive- 
ness ”’ of tax is to be equitable, e.g., where a taxpayer 
has had allowances set against other Schedules, is 
he to be forgiven more than the taxpayer whose 
allowances are all given against pay ? ; (e) No explana- 
tion has yet come to our notice of what i is to —e 
when there is a change in rate of tax or allowances 
regard to the last point, it appears that the position is 
that on the change-over, the previous year’s rates and 
allowances are to be adopted. Presumably, there- 
fore, if the Budget brings about changes, a recoding 
will become necessary, producing a large amount 
of work in the middle of the year of deduction. 
Apparently we must wait for next year’s Finance 
Bill to see what is intehded on this point. 

Our criticisms do not lessen our welcome of the 
new system ; our aim is to present, before it is too 
late, our ideas as to modifications that require 
consideration. 
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Sales of War-Damaged. Properties 


By MAURICE SHARE, Barrister-at-Law 


The recent» warnings by the War Damage Com- 
' mission, as well as by the late Chancellor of the 
Exchequer, against selling war-damaged property 
without carefully considering the legal position should 


be heeded by all who have to act in a fiduciary . 


capacity, whether as trustees in bankruptcy, as 
liquidators, as personal representatives, or simply as 
trustees. In many cases the effects of the War Damage 
Act, 1943, are neither fully ascertained nor clearly 
ascertainable at the time of the sale. In this connec- 
tion, persons in fiduciary positions will bear in mind 
that they must not sell at an undervalue (Oliver v. 
Court, 8 Price 127) and may be held personally liable 
if they do so (Re Gallard (1897) 2 Q.B. 8). To avoid 
this they may postpone a sale where the contrary 
course would be mischievous to the estate (Pearce v.. 
Gardner (1852) 10 Hare 287). 

The main uncertainty in connection with a number 
of war-damaged properties is as to whether a value 
payment, a cost of works payment, or a-“‘ cost of 
works plus value ” payment is to be made. There is a 
further and subsidiary uncertainty as to who will 
receive the compensation payment. In a large number 
of cases neither of these uncertainties arises, because 
the damage is not heavy, and the payment, if any, 
will be on a cost of works basis, payable after the 
damage is made good, to the person by whom the cost 
was incurred. 


Where, however, the question arises whether a 
value payment is to be made, it must be borne in 
mind that the Act provides (Section 12) that such a 
payment must be made to the persons who owned the 
“* proprietary interests ”’ at the time of the occurrence 
of the damage. When this question arises, and the 
possibility of a sale occurs before the War Damage 
Commission has given its decision on the point, care- 
ful consideration will have to be given to the problem 
whether to sell (a) at the damaged value, (5) at the 
undamaged value or (c) at all. . 

What, then, is the method by which the Com- 
mission determines the basis of compensation? The 
answer depends on a purely economic test. In the 
normal case Section 7 applies. This lays down that in 
the case of a developed hereditament (i.e. one com- 
prising buildings falling within Section 5 (2) (a), the use 
of which is not accessory to the use of other land), the 
payment shall be a payment of cost of works when the 
war damage involves a total loss. Where the property 
is not a developed hereditament, compensation will 
be a value payment, unless the permissible cost of 
works payment, discovered by reference to proper 
‘cost as at March 31, 1939, would be likely to be less 
than the amount of a value payment (Section 7 (1) (0)). 

It is not left to the unfettered discretion of the Com- 
mission to decide what is a “‘ total loss.”” That event 
is precisely defined in Section 7 (2) as occurring only 
when the proper cost of reinstatement ascertained as 
at March 3. 1939, would be likely to be “‘ more than 
the difference between the amounts respectively 


ascertained by reference to prices current at that day 
(March 31, 1939), which the fee simple in the heredita- 
ment might have been expected to realise—(a) on a 
sale thereof in the state in which it would be after the 
execution of those works, and (5) on a sale thereof as 
a site and with the damage not made good.” The sale 
must be of the type specified in para. 1 of Schedule IT. 
That definition is technical and lengthy, and it is only 
necessary to say here that the sale must be in the open 
market and with vacant possession. 

The result is that if an intending vendor or his 
adviser wishes to attempt a prophecy of what the 
decision of the Commission will be as between a value 
payment and a cost of works payment in the case of a 
developed hereditament, he will first have to ascertain 
what a sale of the property in its restored state would 
have brought on March 31, 1939, and then what a sale 
of the site with the damage not made good would have 
brought on March 31, 1939. In both cases he will have 
to bear in mind the complicated definition of the word 
“sale.” He will then have to discover what would 
have been the “ proper cost” of reinstatement on 
March 31, 1939, consulting for this purpose for the 
full explanation of “‘ proper cost,”’ Section 123 (1) and 

aphs 25 to 45 of The Practice Notes, First 
geries, issued by the War Damage Commission. One 
of the small mercies shown to those who wish to try 
to attempt a forecast of the Commission’s decision 
that the definite basis of 1939 values was on March 25, 
1943, enacted as the starting point of calculation 
instead of the somewhat more uncertain bases of the - 
1941 Act. Apart from this, it will be appreciated that 
even the most highly skilled expert advisers may well 
arrive at divergent forecasts, so many are the con- 
siderations which must be taken into account, and so 
Piper are some of them. Similar considerations, 
of course, apply to the decision with regard to com- 
pensation for damage to a property which is not a 
developed hereditament. 

Moreover, on close examination of the definition of 
“‘ total loss’ in the light of existing facts, it will be 
found that it does not necessarily bear any relation 
to total ate destruction, although both are fre- 
quently found side by side. That “‘ total loss ’’ must 
mean total physical destruction is an easy error to 
fall into, and it is easy to understand why the error 
so frequently occurs. The following example should 
make the point clear. Shortly before the war a builder _ 
sold at a profit a completely new house of modern 
design. On the basis of 1939 values complete physical 
destruction of the house ought not to cause a total 
loss. The probable compensation will, therefore, be on 
a cost of works basis, payable after the works are 
executed to the person who orders the works. This 
will apply to many properties, in the absence of 
obsolescence or design. 

Obviously, if the payment is bound to be a value 
payment, the owner will be safe in selling at the 
damaged value, because he will ultimately receive the 
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compensation. ‘Where, on the other hand, it is clear 
that the payment is to be made on a coSt of works 
basis, the sale should be at the property’s undamaged 
value, as the purchaser will receive the cost of the 
necessary works when he has executed them. Where 
the matter is still uncertain, it will be wise to postpone 
selling until the situation is clearer, or at most to 
enter into a provisional contract of sale at the un- 
damaged value, subject to the War Damage Com- 
mission’s consent being forthcoming, under Section 23, 
to an assignment to the purchaser of any value pay- 
ment which may be decided upon. This will protect 
both vendor and purchaser. 

In connection with uncertainty as to the type of 
payment to be made, there arises the further com- 
plication of Section 20, which, to cut a long section 
short, provides that in cases where the Commission 
publishes notices affecting particular districts or 
classes of property, they may make a value payment, 
although a cost of works payment would otherwise 
have been appropriate, if satisfied that Treasury 
directions require that the damage should not be 
made good (Section 20 (2) ()). The Commission also 
has power, where war damage is made good in the 
public interest, whether a notice has been published 
or not, to make a cost of works payment, although a 
value payment would otherwise have been appropri- 
ate, or to make a mixed “ cost of works plus value ” 
payment of the type referred to below, should it be 
necessary to do so for the purpose of giving effect to 
Treasury directions. 

This mixed “ cost of works plus value ’’ payment 
may also be made under Section 13, where the 
appropriate compensation would otherwise be a pay- , 
ment of cost of works. It is important to observe that 
the Commission has a discretion to make this kind of 
payment “ notwithstanding any previous determina- 
tion of the type of payment to be made.” This may 
prove an added perplexity for would-be vendors. The 
Commission’s discretion under Section 13 arises where 
it is satisfied that (a) the owners of all proprietary 
interests for the time being, and of rentcharges, and 
mortgagees and other persons whose wishes the 
Commission think ought to prevail, wish that the 
damage or any part of it should not be made good, or 
(6) the damage or part of it will not in fact be made 

ood. It is most important to note that the words 
“‘ for the time being” refer to the time of the Com- 
mission’s decision to make the new kind of payment, 
and not to the time of the damage, and, therefore, an 
owner who sells after war damage occurs thereby 
surrenders his right to be consulted under Section 13. 
Moreover, a “ converted’’ value payment, as it is 
sometimes called, under Section 13, is payable, not 
to the persons who were owners at the date of the 
damage, like an ordinary value payment, but to the 
persons who are owners at the date of the Com- 
mission’s decision to make the “ converted” value 
payment (Section 13 (2)), subject only to a right to 
apply to the Commission under Schedule VII, para. 2, 
for a different disposal of the payment in certain cases. 

It will be seen that a vendor can only get a value 
wg payable under Section 13 if he reserves it 
or himself. Such a reservation would in law be an 
assignment, and would require the Commission’s 


approval under Section 23. Consequently, if a sale is 
made at all where there is a possibility of action under 
Section 13, it should, if possible, be at the undamaged 
value, or at least should be made subject to the 
Commission’s assent being given to the assignment to 
the vendor of any value payment which is so made. 
Similar considerations apply where a mixed “ cost of 
works plus value ’”’ payment is made under Section 14 
(where partially damaged land is compulsorily 
» acquired). 

If much of this article is reminiscent of Mr. Punch’s 
notorious advice to those about to be married, the 
proper answer to both may be to insure as far as is 


humanly possible against all uncertainties by means. 


of an intelligent and informed assessment of the odds. 
It behoves any prospective vendor or purchaser to 
fortify himself with professional advice. 


Fraudulent Preference 


[CONTRIBUTED] 


The Court of Appeal has recently given an important 
decision, briefly reported in Accountancy for July on 
page 199, which should be noted by all concerned in 
insolvency practice. 

The 1934 decision of the House of Lords in the case of 
Peat v. Gresham Trust, Lid. was commonly understood 
as involving the proposition that in cases where there is 
no direct evidence, such as a statement by the debtor 
concerned, it is not right to draw an inference of “ intent 
to prefer ’’ if there is any other possible explanation of 
his action. In that case Lord Justice Tomlin in his 
judgment said : - 

“In my opinion, in this case the onus is on those 
who claim to avoid the transaction to establish what 
the debtor really intended, and that the real intention 
was to prefer... but where there is no direct 
evidence and there is room for more than one explana- 
tion, it is not enough to say, there being no direct 
evidence, the intent to prefer must be inferred.” 


There are, of course, very few cases in practice in 
which there is not room for more than one explanation 
of a debtor’s actions, and it will easily be understood 
that such a conclusion created a substantial obstacle to 
any action by trustees in bankruptcy or liquidators in 
the direction of recovery of moneys which might have 
been thought to have been paid with “ intent to prefer.” 

In Re M. Kushler, Lid. (1943, W.N. 132) the Court of 
Appeal had before them arguments based on Peat v. 
Gresham Trust, Lid. It had been decided by Mr. Justice 
Bennett on the authority of that case. The Court of 
Appeal was a strong one, consistirig of the Master of the 
Rolls (Lord Greene) together with Lord Justices Lux- 
moore and Goddard. They allowed the appeal from 
Mr. Justice Bennett’s decision and were able to distin- 
guish the present case from its predecessor. In the 
course of his judgment, the Master of the Rolls said that 
the state of a man’s mind is as much a question of fact 
as the state of his digestion, and ‘“‘ the method of ascer- 
taining it is the ordinary familiar method of evidence and 
inference. . . . I cannot bring myself to believe that 
Lord Tomlin was intending to say that wherever there 
is some other possible explanation, then the inference 
(i.e., of intent to prefer) must not be drawn.” Lord 
Justice Goddard added: “‘ The matter stands as it d 
in any matter relating to a state of mind in any crimi 
or civil court.” = 
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In the August number of ACCOUNTANCY we pub- 
lished a short note on the County of London Plan, 
which had just been issued. A closer study of the 
plan seems to justify a more extensive review than 
was then possible. It is not presumed that London 
as a City, merely because of its size, is more worthy 
of fore-thought and foré-planning than any other 
city, or, indeed, any hamlet. But in the case of 


London, the magnitude of the task, the greatness of . 


the opportunity, the immensity of the problem and 
the infinite possibilities of social improvement, all 
make a special appeal. “‘Can any good ever come 
out of war?” This is a question which has been 
answered in the positive and in the negative on many 
occasions. This work demonstrates quite clearly 
that the elimination of ugly and squalid buildings 
by enemy action has achieved a degree of clearance 
which could possibly never have been accomplished 
by any other process. The authors point out that 
slight as is the extent of the damage in relation to 
the vast mass of London, it is fortunately a fact that 
much of it, has either removed property that cried 
out for redevelopment or has opened up hidden 
beauties which it may be hoped will not be needlessly 
obliterated. That phrase does not imply an over- 
sight of the great personal tragedies which accom- 
panied the destruction of such areas, or of the 


loss of irreplaceable historic buildings and treasures. | 


Rather is it the realisation of these tragedies which 
dictates the demand for a newer and better London 


-in which squalor and ugliness shall not be allowed 


to rear their loathsome heads. 

The salient features of the plans for the new 
London are summarised under these headings :— 
(1) Reconstruction and decentralisation of the con- 
gested areas ; (2) The community and its component 
units; (3) Features of the new development, as, 
for example, the opening to view of the River Thames 
at every possible point ; (4) Density of population ; 
(5) Open Space; (6) Precinctal planning; (7) The 
railway passenger terminals; (8) Road _ traffic ; 
(9) Air transport; and, (10) Public Utilities and 
Markets. The Plan covers short-term and long- 
term projects, it visualises the present and the future, 
and faces the needs that are certain to arise for 
modifications of the proposals herein contained. The 
authors boldly demand an immediate start on the 
cessation of actual hostilities in the great task of 
reconstruction, which is not concerned alone with 
the erection of buildings but with the creation of an 
environment for its citizens better than has ever been 
available for earlier generations. 


« 


*TuEe County oF LONDON PLAN. Hy ge for the London 
County Council by J. H. Forshaw, M.C., M.A., F.R.I.B.A., 


M.T.P.1., Architect to the London County Council, and 
Patrick Abercrombie, M.A., F.R.I.B.A., P.P.T.P.1., Professor 
of Town Planning, University College, London, with a Fore- 


word by The Right Hon. Lord Latham, Leader of the L.C.C. 
(Macmillan & Co, Ltd., London. Price 12s. 6d. net). 
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— The London for Posterity* 


Perhaps Incorporated Accountants may be par- 
doned for a little curiosity as to what might be the 
fate in this new London of Incorporated Accountants’ 
Hall. Bold planners do not usually consider parti- 
cular buildings, although it is almost inconceivable 
that when the general scheme is brought down to 
detail, any person would wish to sacrifice a building 
of such architectural merit and remarkable crafts- 
manship. : 

A small-scale map shows the position of a projected. 
new bridge, Temple Bridge, which is to cross the 
river at embankment level at a point slightly to the 
west of the Hall. But it appears that the main 
east-west road through London is to follow the 
Embankment route, while north-south through 
traffic uses Waterloo Bridge, and a fly-over inter- 
section between these two arterial roads includes 
two new or re-constructed roads from the Strand, 
one of.which is shown as reaching the Embankment 
immediately to the west side of the Middle Temple 
and apparently cutting right across the site on which 
Incorporated Accountants’ Hall now stands. 

This is not a pleasant thought; but consolation 
may be found in the fact that the map in question is 
of the “‘ completed ”’ scheme which envisages a date 
not less than 50 years ahead, subject to contingencies. 
The Council of the Society and its successors are not 
likely to overlook the matter and, meantime, it 
seems reasonably certain that the Society’s Centenary 
in 1985 will be celebrated in the present Incorporated 
Accountants’ Hall. 


SUPERANNUATION AND PENSION 
FUNDS 

Widespread and growing interest in retirement pro- 
vision for employees is shown by the annual report of 
the Association of Superannuation and Pension Funds, 
and the accompanying statement by the chairman, Mr. 
John C. Mitchell. 

There has been a record increase in membership, and 
enquiries for information have never been so numerous, 
Memoranda were submitted to Sir William Beveridge, 
and since the publication of his Report on Social Insur- 
ance and Allied Services the Council have devoted much 
attention to the sections dealing with retirement pensions. 
They welcome Sir William’s recognition that there must 
remain a place for voluntary insurance. 

Deputations from the Association have discussed with 
the Inland Revenue the treatment for excess profits tax 
of payments to funds by employers to secure initial 
solvency and to liquidate actuarial deficiencies. A clause 
in the Finance Bill would have provided that only 
payments in respect of current service would be treated 
as expenses for E.P.T. purposes. A concession was 
ultimately made which secured better treatment than 
was originally proposed, although it did not fully meet 
the Council’s views. The Council urge that initial 
solvency payments should not be called “‘ back service ”’ 
payments, as the term is incorrect and misleading. 


| | 


al ei Se eb a a<% 
ed kale FS te me ey 


vat a Ae T eee fa” ea 3 ia fea Gg ae Se tne? See, —_ 2 OY. Se OO Mee eh Teens a ee ghd & 
Ee Mian LS ie tails hae ee aa we ee Pa ome Ne SS eatin Sear gy IES YS eee RRS Pty = 
of . “ 


¥ 


28 ACCOUNTANCY 


November, 1943 


Income Tax and Estate Duty on Dividends 


By D. F. GOODE, F.C.A., F.S.A. 


A few months ago there was some correspondence 
in The Times regarding the incidence of taxation on 
dividends received shortly after the death of a 
testator, and one correspondent pointed out that, 
assuming the highest rates of taxation, as much as 
26s. in the { might be attracted on a dividend so 
received. Presumably the 26s. was arrived at on 
the following basis : £s. d. 

Income tax at 10s. in the 010 0 

Sur-tax at 9s. 6d. in the oe ke Ee 

Estate duty at 65 per cent. on the 

dividend, less income tax 0 6 6 
{1 6 0 


Why should such an anomaly exist ? The answer 
seems to be that the same dividend is liable for two 
different forms of taxation (sur-tax being regarded 
as additional income tax). If that is correct, can it 
be right under British government that such a 
position is the law? According to the decision in 
one case it is so, for in C.J.R. v. Reid’s Trustees (14 
T.C. 521), the Lord President said in his judgment : 

“There is a certain appearance of hardship 
in making the interest subject first to estate duty 
as capital and then to income tax as income; but 
while the same sum cannot be subject to the same 
tax twice, there is nothing inconsistent with the 
principles of taxation in making the same sum 
subject to two different taxes.” 

Other instances of double taxation might be men- 
tioned, viz: on annuities (not bequeathed free of 
duty) from which legacy duty is deductible for a 
time as well as income tax ; also, perhaps the assess- 
ability of legacy duty on the income tax and sur-tax 


on a legacy bequeathed free of income tax but not | 


free of death duties. 

But if taxation of 26s. became payable on a dividend 
of £1, would it have to be borne by one beneficiary ? 

A dividend received shortly after a testator’s death 
is generally apportionable as between capital and 
income, but apparently the provisions of Part III 
of the Finance Act, 1938 (Sections 30/37) now govern 
the method of ascertainment of the statutory income 
for purposes of income tax and sur-tax, whether the 
interest is absolute or limited. 

As to limited interests, the reader is referred to 
those sections. for the method of determining the 
statutory income of the beneficiary entitled to a 
limited interest. . 

As to absolute interests, it would seem from Section, 
35 that for the purpose of the beneficiary’s taxation 
returns, the whole of the dividend declared after 
the death has to be included, without apportionment, 
in the total income. Thus, if a testator died on 
October 7, and a gross dividend of say £10,000 was 
declared on October 10, the £10,000 would have to 
be included without apportionment as statutory total 
income of the beneficiary for that current fiscal year, 
although he or she would receive the mdoath 


accrual as capital. It is understood that the authori- 
ties contend that the reason for this is contained in 
Section 35 (7) of the Finance Act, 1938; and that the 
dividend is income of the estate and is not apportion- 
able for tax purposes. Allowance may be claimable 
for legacy duty. 

The decisions in C.J.R. v. Henderson’s Executors 
(16 T.C. 282) and Wood v. Owen (23 T.C. 541) are 
often quoted in support of the official view. In the 
latter case, Mr. Justice Lawrence said : 

“In my opinion, there is nothing in the Appor- 
tionment Act or in the doctrine of apportionment 
which changes the nature of the sums which are 
apportioned, at any rate for intome tax purposes. 
It seems to me that these sums were the‘income of 
the executor.” 

The Judge also referred to the Henderson case and 
it is of interest to note the following passages in the 
judgments in that case: 

“The interests were, both in fact and for tax 
purposes, income of the deceased so long as she lived, 
and became both in fact and for tax purposes in- 
come of her executry estate after her death.” 

““The only persons entitled to receive the divi- 
dends after Mrs. Henderson’s death were her 
executors, and they received the dividends as 
income of the trust estdte.”’ 

It will be seen that the date of the declaration of 
the dividend is an important factor. Having regard 
to the decisions of the Courts referred to above, it 
would seem that the interpretations involve the tax- 
payer in hardship. It is suggested that if the position 
were reversed, the legislature would not be slow to 
alter the law, but nothing is done where the interpre- 
tation is against the taxpayer. 

As regards estate duty, the 65 per cent. is, of course, 
the highest rate and relates to an estate of over 
£2,000,000. As the estate duty on the dividend is 
brought into account, it would appear that the price 
of the shares was an ex-div. quotation. On that 
basis it is suggested that there is probably no hardship, 
because the price of the share is lower than a cum 
div. quotation and the bringing in of the dividend 
for estate duty is merely a convenient method of 
valuing the holding by an adjustment of the quoted 
price. Alternatively, it might be argued that an 
ex div. price gives a right to receive the subsequent 
dividend, and some schools of thought would regard 


' that right as distinct from receiving the dividend 


itself. On the other hand, if the dividend had been 
declared shortly before the testator’s death, the net 


amount would be included for Estate duty, probably 


in the amount of the bank balance, but the appropriate 
sur-tax would be deductible. Apparently, therefore, 


the estate duty position is affected by the date of, . 


the declaration of the dividend in that no relief 
for the pure estate duty on the sur-tax arises where 
the dividend is paid after the death. 

Certainly, at first sight taxation amounting to 
£1 6s. on a dividend of {1 is extraordinary. It is 
hoped that what has been said will be of interest. 
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Professional Education 


By F. S. BRAY, Chartered and Incorporated Accountant 


The essential qualities which society should look 
for in a professional accountant are an ability to 
design, work, and interpret systems of account which 
record, analyse and classify in the most significant 
way possible, in terms of monetary units, the vast 
range of transactions common to the industrial and 
financial structures. The professional accountant 
is expected to frame documents giving an intelligible 
and reliable view of such transactions, and with this 
as the foundation he must become responsible for other 
related duties. In common with other professional 
men he must have concern for the competence and 
honour of his profession ; he must have a sense of 
responsibility to society and be able to exercise 
judgment. In short, he must be a well educated 
man of character endowed with gifts of initiative; 
resourcefulness and self-reliance, willing to give the 
best service possible when called upon to do so, 
without discrimination and without regard for self 
interest. He must be capable of both forward and 
backward looking views, and should be able to con- 
tribute to the direction of human institutions in 
their economic status. A forward looking view was 
exemplified by Sir Arthur Lowes Dickinson at the 
Autumn Conference of the Institute of Chartered 
Accountants, in 1926, when, with a measure of pro- 
phetic insight, he looked to the day when prices would 
be regulated in accordance with certified and published 
costs of production with the addition of a reasonable 
profit margin. This brief review of the qualities 
expected from a professional accountant is no doubt 
incomplete, and many others will occur to the 
readers of this article; but it will at least serve 
as a peg on which to pose the question—what 
kind of professional education is most desirable if 
accountants are to fulfil properly all the functions 
which the public has a right to expect from them ? 

One thing at least is clear, the foundation must be 
a good general education followed by prolonged and 
eer intellectual training in a liberal atmosphere 

e last is important since the technique of account- 
ancy is not exclusively an art, or a science—it 
partakes in some degree of the nature of both. 

The professional bodies of accountants have built 
up an effective system for testing competence, but 
perhaps it is not out of place to suggest that they 
may not have given —_ the same degree of attention 
to their teaching office. There are some who have 
felt the want of pro facilities for professional 
training of a liberal order, a situation which has been 
partly answerable for the lack of interest in research 


and in the building up of an adequate body of litera- 
ture. Success or failure in examinations is not the 


end of professional training, though one might be for- 
iven for thinking this was so under the present system. 
ually important is the development of a sense 


of background and tradition which training should 


impart. We need a philosophy of accounting which 
will reveal it honourably set in an ordered and civilised 


society. Thus, we cannot afford to ignore the place 


of sustained academic study and research. 

A primary object of professional association is 
the study of technique. During a period of 
rapid development professional accountants have 
had to face an increasingly wide range of practical 
problems, which has tended to leave them isolated 
in the somewhat narrow world of their day to day 
duties. The result has been that the need for 
a wider basis of training has been realised but 
tardily, and is even now only just beginning to 
make itself felt. And again, we should never have 
allowed our present system of instruction to become 
so firmly and exclusively related to the examination 
test. The technique of a profession should not be 
acquired in so narrow an atmosphere. There must 
be some community and fellowship between account- 
ancy students and those studying different techniques, 
which some of us think is best found within uni- 
versity schools; clearly there must be this fellowship 
if understanding is to be widened and interests 


developed. 

Research is also a marked activity of university 
schools, whereas the function of coaching institutions 
is instruction for examinations. Moreover, the 
training of an individual student should not be 
carried on in an isolated kind of spirit ; he should be 
made to feel a sense of professional fellowship quite 
early in his career. . Surely this sense of community 
is vital to the stability of our professional associations. 
Yet again, accountancy students should not be forced 
to rely upon textbooks which for the most exhibit 
a monotonous uniformity (possibly of necessity, 
though this is open to doubt), and be left with no 
cultural background other than that which they can 
make for themselves elsewhere. ' 

Historically the universities were at one time 
—— schools, and it was one of their main 

ctions to prepare students for the professions in 
a liberal spirit. The acquisition of technical skill 
by itself can be both mechanical and superficial, 
and we might conceivably find ourselves building up 
a profession whose members would be left to find 
their background elsewhere. Some of us have felt 
this most keenly in our student days. 

We must understand and discern the reasons for 
the mechanism of our craft, and to some extent the 
means of pursuit must be academic if we are to 
have the background of a liberal spirit. The acquisi- 
tion of practical knowledge and technical skill is not 
of itself enough to make a real profession, and we 
should not be called upon to erect a philosophy of 
accounting after the completion of our training. 

The writer, therefore, concludes with a plea that 


November, 1943 - Pe | | 29 
- 


the professional bodies should press forward to the 
setting up of university schools of accounting with 
which all entrants to the profession may be required 
to have some association. University chairs of 
Accounting might be extended and their occupants 
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required to hold professional qualifications. In this 
way study interest and research would be developed 
and the day would not be too far distant when 
accountants could no longer be accused of missing 
their opportunities. 


The Future of Accountancy Technique 


The series of articles on ‘‘ The Future of Accountancy 
Technique ” in the September issue of ACCOUNTANCY 
was the subject of a note in The Economist of Septem- 
ber 18. By kind permission we reproduce this note, 
together with some comments by a member of the 
Incorporated Accountants* Research Committee : 


Accountancy Technique , 

“The reform of company accounts has been urged 
unremittingly in The Economist for years past, and it 
has, recently, become apparent that no real progress 
is likely until there is some agreement among accoun- 
tants about the objective they have in view in the 
compilations they make. It is, therefore, encouraging to 
find in the September issue of ACCOUNTANCY a series of 
notes, contributed through the Incorporated Accoun- 
tants’ Research Committee, dealing with the future of 
accountancy technique. The first of these, by Mr. 
Bertram Nelson, ends with the following sentences, 
which put the position clearly : ; 

Our familiar accounting technique can be used for new 
purposes—in business management, in price control, in 
the formation of economic policy, and in national finance. 


But we must do some thinking first. What are the 


fundamental principles on which we are working? By 
what research methods can these principles be explored ? 
What practical steps should be taken now ? 

“It is to be hoped that Mr. Nelson, or some of his 
collaborators on the Research Committee, have the 
answers to these questions ready to produce. Unfor- 
tunately, other contributions suggest that no great 
progress has so far been made ; but it is something to 
find a suggestion from Mr. E. C. Burrell for the creation 
of a master committee, culled from the councils of the 
various bodies representing the profession, to develop 
entirely new conceptions of accountancy technique, to 
consider procedure, design, the treatment of depreciation 
and similar matters, with the object of securing wide- 
spread adoption of recommendations made. The same 
writer advocates machinery for detailed research by 
full-time personnel and by committees appointed by the 
professional bodies, working in consultation with district 
societies. Further, he suggests similar machinery work- 
ing in co-operation with trade associations to evolve 
uniform systems of financial and cost accounting for 
particular trades and industries. These suggestions seem 
to be on the right lines, but there is need for expeditious 
treatment of the problems. Further, this particular 
writer makes no provision for consultation with the 
economic expert, who may have some useful contribu- 
tions to make to the problem of what the objectives 
of the accountant should be.” 


The following comments have been received from a 
member of the Incorporated Accountants’ Research 
Committee :— 

Mr. Bertram Nelson appears to raise two main pro- 
blems. What are the functions respectively of the 


balance sheet and of the profit and loss account in modern 
practice, and what ought they to be? The Economist 
not unnaturally asks for answers. 

With regard to the balance sheet: English practice 
has been controlled by the definition implied in the 
Companies Act, 1929, which requires the auditor to say 
that the balance sheet “is properly drawn up so as to 
exhibit a true and correct view of the state of the 
company’s affairs." A balance sheet is, therefore, a 
“ view,”’ which suggests a kind of snapshot photograph 
arresting the progress of the business at a given moment 
and putting it down on paper as a picture of reality, but 
the Companies Act also requires that the capital put up 
by the shareholders shall be maintained at a fixed figure. 
Consequently, the balance sheet is inevitably a historical 
statement as well as a picture of reality, and these two 
distinct ideas have led to some confusion. In practice 
the goal aimed at in the statement of liquid assets has 
been to provide a picture of reality, but with regard to 
fixed assets and liabilities,-the statement has been one 
of history. This uncertainty has projected itself into the 
statement of results of trading ; should that trading be 
stated on what may be regarded as its normal basis as 
a going concern, or should it embody non-trading 
adjustments, such as losses of capital or other obsoles- 
cence ? 

‘It is submitted that these are fundamental issues on 
which, in Mr. Bertram Nelson’s phrase, the profession 
must “‘ make up its mind,” and it is suggested that the 
answers are: 

1. The profit and loss account should be a statement 
of the true result of the trading of a period, so 
framed as to provide comparable operating costs. 

2. The balance sheet should be a historical statement 
showing the use which has been made of the 
shareholders’ capital, and its present position. 

3. There should be an account of “ appropriation of 
—s providing for an adjustment between 
1 and 2. 


The appropriation of profits account should therefore 
receive the true profit for the period and be the medium 
by which the adjustments necessitated by bringing the 
historical statement into line with present reality should 
be dealt with. The fixed assets should be depreciated 
by an amount which will. spread the original cost evenly 
over the estimated life of the asset, and this should be 
charged to the profit and loss account. The appropriation 
account will be debited with all other obsolescence and 
all capital losses. . 

In order that the historical statement (the balance 
sheet) may be clear, the fixed assets should be stated at 
the original cost, after eliminating assets no longer in 
use ; and the total depreciation provided to date on the 
existing assets should be shown as a deduction from the 
total cost of the fixed assets in use. : 

The foregoing represent practical steps which ought 
to be taken now. 


November, 1943 
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TAXATION Reasonable Distribution of Profits 


The provisions of Section 21, Finance Act, 1922, as 
amended by recent Finance Acts, are* fow so com- 
plicated that few people can say with truth that they 
understand them all. Nevertheless, shorn 6f the intrica- 
cies of the clauses designed to circumvent the ingenious 
devices which had been employed to avoid sur-tax, the 
fundamentals, as regard trading companiés, remain as 
they were after the Finance Act, 1927. _ | 

All companies under the control of not more than five 
persons, which term includes probably the majority of 
private companies and not a few public ones, are within 
the net of the section. Ifa trading company within the 
provisions has not, within a reasonable time, distributed 
a reasonable part of its profits so as to be liable-to be 
included in the returns of the members, the Special 
Commissioners may direct that the whole profits be 
apportioned among the members, and the additional 
sur-tax that they would pay if such profits were added 
to their incomes will be collécted from the company or,. 
if necessary, from the members. 

Whether it is reasonable to have withheld profits from 
distribution is obviously a question of degree and there- 
fore of fact, and the decision of the Special Commissioners 
or the Board of Referees on appeal cannot be disturbed 
by the Courts. What, then, is a reasonable distribution ? 
On that, it is impossible to lay down any sort of defini- 
tion. It is, however, possible to state certain guiding 
principles, and it is the purpose of this article to do so. 

Firstly, the provisions of Section 31, Finance Act, 
1927, are of the greatest importance, as they provide 
that in considering what is reasonable there must be 
regarded as income available for distribution, any sum 
applied or intended to be applied out of income in or 
towards payment for the business, undertaking or 
property which the company was formed to “acquire or 
which was the first business, etc., of a substantial 
character, in fact acquired. Likewise, any sum applied 
in repayment of loan capital issued or incurred in or 
towards payment for any such business, etc., or in 
meeting any obligations in respect of the acquisition, is 
regarded as available for distribution. In other words, 
the first business cannot be financed out of income. 

Money applied in repayment of share or loan capital 
or debt issued or incurred otherwise than for adequate 
consideration (Section 19 (4), Finance Act, 1936) and 
any sum applied in pursuance or in consequence of any 
fictitious or artificial transaction, is also to be regard 
as available. This prevents “‘ wangles.” ' 

-Apart from these provisions, in determining whether 
or not a company has distributed a reasonable part of its 
income, the Commissions must have regard not only to 

the current requirements of the company’s business but 


also to such other requirements as may be necessary or | 


advisable for the maintenance and development of that 
business (Section 21 (1), Finance Act, 1922). 

Reasons for retention in the business must be not only 
plausible but sound, and they must be such as have 
influenced the company at the date when the accounts 
were considered, not at the date to which the accounts 
were made up. Directors*should see that these reasons 


are stated in the minutes, as the Minute Book will be . 


material evidence at any appeal which may be heard at a 
considerable interval of time. Absence of minutes 
handicaps the appellant. 

It is also necessary to have regard to the profits as 
shown by the accounts under consideration and not to 


the profits as adjusted for tax purposes, as the Com- 
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missioners have regard to what the directors had before 
them and look at the commercial ‘profits only. 

Absence of liquid assets is a very strong argument, 
unless it is shown that there are loans to members or 
that debtors include large payments in advance of 
indebtedness. Loans to members, particularly directors, 
are common in such cases, and are an almost impossible 
hurdle to surmount, as the Commissioners take the view 
that if a company can advance the money, it can declare 
a dividend, since only a book entry would be involved in 
crediting the dividend against the loan. This is par- 
ticularly so with loans without interest. ‘The hurdle 
may be surmountable, but the circumstances would be 
very exceptional, e.g., where it can be shown that no 
reasonable business man would recommend a distribution 
of profits under the conditions reigning at the time. 
Even this last argument would not be likely to avail if 
liquidation had ensued, when the only argument likely 
to prevail is that the profits are needed to make good a 
capital deficiency or debt or something of that kind. 

A commitment entered into before profits became avail- 


‘able may be a barrier to distribution, but one entered 


into afterwards will not necessarily be such a barrier, 
e.g., an overdraft may be raised to acquire a new business, 
and profits be required to be applied in repaying the 
overdraft ; that would not usually be regarded as pre- 
venting distribution, as a dividend could have been 
declared instead of acquiring the new business. Had it 
been ordinary expansion of the existing business, how- 
ever, the position would have been different. 

In considering its liquid resources available, the 
company is entitled to take into account tax which will 
become due shortly after the date of the balance sheet, 
as well as other creditors, and the modern practice of 
reserving for tax on the current profits is a relevant 
factor. Further factors may be summarised as follows : 

(1) Proper provision for depreciation of assets, and 
for the development of the existing business with 

« new plant, machinery, extension of factories, etc. 
Emphasis should be laid on the fact that the 
purpose of depreciation is to retain the cash to 
replace the expired capital outlay. 

(2) Proper reserves for repairs deferred by war 
conditions. 

(3) Reserves for contingencies. 

(4) Compulsory application of profits to capital pur- 
poses other than those mentioned above, ¢.g., 
where an overdraft has become neceSsary to meet 
current development and the bank or a guarantor 
requires profits to be applied in repaying it. 

(5) Reserves to meet fluctuations of business, ¢.g., to 
finance seasonal stocks, debtors, work in progress, 
etc. This may be of importance to-day in cases 
where stocks are much below normal and money 
has to be retained to purchase when available. 

In the space available, it has been possible to present 
only a broad outline, and it is well to conclude by 
emphasising these points : 

(1) The Commissioners are likely to take a stricter 
view of the position to-day, having regard to the 
trend of public opinion on avoidance. 

(2) No ratio of distribution can be fixed as “ safe ’ in 
those cases where it is obvious that a distribution 
must be made ; each case turns on its own facts. 

(3) Where there is a professional divergence of opinion 
as to the proper treatment of a transaction, the 
company is entitled to take either view. 

@ 


Schedule A—Flats 

The practice in the case of blocks of flats is to compute 
the annual value by deducting from the total gross 
yearly rents the expenses borne by the landlord on behalf 
of tenants, e.g., rates and water rate; cost of heating 
and lighting; maintenance and running expenses of 
lifts; wages of housekeepers, enginemen, commission- 
aires, lift attendants, etc.; cost of cleaning; annual 
value (estimated) of premises occupied by housekeepers, 
etc. The repairs allowance covers fire insurance, 


advertising, management, letting commissions, etc. 


Schedule E—Motor Car Expenses . 

Where a motor car is necessarily used in the perform- 
ance of an employment under Schedule E, the cost of 
running it, including wear and tear, is an admissible 
deduction from the remuneration. In normal times, 
some proportion of wear and tear, etc., is disallowed to 
cover private use. Some Inspectors of Taxes have 
attempted to continue such a disallowance, but obviously 
such attempts should be resisted, as cars may no longer. 
be used for private purposes, save in those exceptional 
cases where on grounds of disability or health or shop- 
ping, special conditions apply. _In these cases, the 
number of units of petrol issued will give a basis for the 
computation. 


Life Assurance Allowance 

A point often overlooked is that allowance is only 
claimable for the actual premiums paid in the year of 
assessment. Where, therefore, part of the premium is 
left as a loan by the assurance company (Hunter v. Rex 
(1904) A.C. 161), or arrears are deducted from the policy 
money on maturity (e* parte Horner, 17 T.C. 362) relief 
cannot be claimed on such amounts. 


E.P.T.—Directors’ Current’ Accounts 

In director-eontrolled companies, it appears to be the 
general practice to regard credit balances on diréctors’ 
accounts as borrowed money and debit balances as 
money not required for the purposes of the trade. 
There is much to be said for this treatment in most cases, 
though exceptions arise which must be treated on their 
merits. 
Income Tax—Merchant Navy 

From November, 1943, the present system of deduct- 
ing tax from pay will be adapted to include the Merchant 


Income Tax—Separation agreement—Annual payment out 
of income subject to tax—Payments of weekly instalments 
not made—W hether j to be for gross amount or less 
tax—Income Tax Act, 1918, General Rules No. 19— 
F.A. 1927, S.39. 

In Brine v. Brine (K.D.B. April 13, 1943, T.R. 219), 
the question set out in the heading came before Oliver, 
J., who, referring to Taylor v. Taylor (1938, 1 K.B. 320), 
pointed out that although in the Court of Appeal the 
amount of the judgment was reduced by a sum for 
income tax, the point had there been conceded and that 
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Recent Tax Cases 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Navy, by agreement between the Board of Inland 
Revenue and’the Ministry of War Transport and the 
National Maritime Board. Hitherto most merchant 
seamen have had to pay their tax direct to the Collector 
of Taxes. Under the new arrangements, tax will be 
deducted from the wages paid at the end of each voyage 
on a scale varying according to the seaman’s family 
circumstances. Revenue Circulars 1M and 2M give 
details of the system. Masters will be supplied with 
Tax Tables. 


Wage-earners’ Income Tax Bill 

So much publicity has been given to the Wage- 
Earners’ Income Tax Bill in the Press that little need be 
said here. Our editorial deals with points of criticism. 
The First Schedule lays down the method of calculating 
the tax’ on wages for 1943-44 for the purposes of the 
discharge of tax. The general principle is to ignore all 
investment income and set all allowances against earned 
income. The tax discharged is to be deducted from the 
post-war credit for 1943-44 that would be due if no 
discharge had taken place (Clause 3 (5) ). 


E.P.T. : Directors’ Remuneration 


Immediately following the resolution to wind-up, the 
liquidator of a company in a members’ volun 
liquidation gave notice to the directors that the effect 
of the resolution was that their powers and their remuner- 
ation had ceased from the-date of the resolution. The 
business was carried on by the liquidator for the purpose 
of selling it as a going concern, and the liquidator 
appointed the chairman and managing director as a 
traveller on a weekly salary and commission. During 
the course of the liquidation he paid sums of £50 each 
to various persons, including three other directors, for 
advisory services. The company was director-controlled 
at the date of the resolution to wind-up, and the Com- 
missioners of Inland Revenue assessed the liquidator 
on the profits earned in the liquidation, disallowing the 
salary, commission and advisory fees, following Rule 
10 (1), Seventh Schedule, Finance (No. 2) Act, 1939 
(S. 33 (5), Finance Act, 1940). 

The Special Commissioners held on the facts that the 
payments were not “ directors’ remuneration ”’ within 
the meaning of Rule 10 (1), and accordingly reduced the 
assessments to excess profits tax. The directors’ func- 
tions had ceased, and the payments were not made for 
the carrying out of any directorial function. 


case was therefore not an authority. He said that it 
had been argued that if judgment were given for the 


- full amount claimed the defendant might not be able 


to deduct afterwards as the amount due would have 
been converted into a judgment debt, but such a possible 
result could not override Rule 19 by which the right 
of. deduction was conditioned by payment. 

The decision is in accord with previously accepted 
interpretation. It would have been of some importance 


had it been found necessary to decide whether an annual - 


payment did by its conversion into a judgment debt 
change its nature and cease to be within Rule 19. 
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Tax—Separation—Aliment order against husband 
abated of Tax-from payments te: 

Thomson v. Thomson (Court of Session, January 8, 
1943, T.R. 203), is a small case but of substantial im- 
portance. The Sheriff of Lanarkshire had awarded a wife 
33s. a week free of tax, basing his method of assessing 
aliment upon Dayrell-Steyning v. Dayrell-Steyning 
(1922, p. 280). The case was not fully argued because the 
wife consented to the award being made less tax ; but it 
was pointed out in the judgments that the case above- 
mentioned had been disproved and departed from in 
Wallis v. Wallis (1941, p. 69), where it was ordered that, 
so far as England was concerned, courts of summary 
jurisdiction should in the absence of special circumstances 
follow the practice of the Divorce Division and direct 
payments by the husband to be less tax. There had been 
doubt in the county and sheriff courts of Scotland as to 
what was correct practice, and, in the case under review, 
it was resolved to follow Wallis v. Wallis in Scotland 
and “indicate in very general terms that we would 
approve of the lower courts following the same prin- 
ciples.”” This unification of practice in both countries 
was, however, to be “‘ subject to the right of any person 
who desires upon fuller information to re-argue the 
question fully to us.” P 


Sur-taxz—Annual sum under will—Paid to beneficiary 
without deduction of tax—Whether to be grossed for sur-tax 
purposes. 

In C.I.R. v. Watson (Court of Session, December 9, 
1942 (1943) T.R. 185), a testator assigned his estate in 
trust to pay his wife an annuity of £6,000, less income 
tax only, and if the free residue of the estate was sufficient 
to pay to each of his children surviving during his wife’s 
life-time the sum of £2,000 per annum. No mention was 
made of income tax in regard to the children’s annuities 
and, as a matter of fact, the trustees had paid to the 
respondent’s wife, one of the annuitants, £2,000 per 
annum without deducting tax. The Revenue claimed 

that the amount should be grossed for sur-tax, but the 


Special Commissioners had rejected this contention 


and the court unanimously agreed. 

Lord Fleming said that it was common ground be- 
tween the parties that ‘‘ decision must depend, not upon 
what the trustees actually did, but on what the respon- 
dent’s wife and the other children of the testator were 
entitled to under the trust disposition and settlement 
upon its true construction.” Following Rowan’s Trustees 
v. Rowan (1940, 18 A.T.C. 378), in order to displace the 
general rule that tax was deductible, it was necessary to 
find a clear intention to the contrary. The Crown had 


urged that the provision as to income tax in the case of | 


the wife and its omission in the case of the children 
meant that the latter were to be tax-free; but the 
qualification “‘ only ” seemed to indicate that no other 
deduction than income tax was to be made ; and its use 


in the circumstances of the case, prevented questions 


arising. But, even if regarded as an express direction, 
it was only of use as a makeweight in a doubtful case. 
As to the Crown’s argument that payment out of “ the 
free residue’ implied a payment of taxed income, he 
found nothing to prevent the trustees from taking the 
view that £5,000 tax-free income enabled them to have 
£10,000 available for distribution. He held, therefore, 
that there was nothing in the will to justify them holding 
that there was either by implication or inference a direc- 
tion to pay the £2,000 free of tax. Lord Moncrieff agreed 


that there was nothing in the settlement to indicate that 


the ordinary rule was to be varied and the tax borne by 
the estate. The provision as to the fund being “ the 
whole free residue of the year’s income ”’ had no bearing 
upon the question. He was aware, however, that it was 
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- Income Tax Act, 1918, General 


difficult to reconcile all the cases cited. The other judges 


agreed. 
The case would seem to be of importance in view of 
the Srequenoy of ciatiar taptamentary provitlens. 


Income Tax—Farmi A snessmont under Schedule D— 
Total annual value—Seasonal letting of grazing—Income 
Tax Act, 1853, Section 13 ; Income Tax Act, 1918, Sched- 
ule A, No. VII, Rules 1,8,9(1) ; Schedule B, Rules 5,6 ; 
F.A., 1941, Sections 10 and 11. 

In C.I.R. v. Forsyth Grant (Court of Session, July 13, 
1943, T.R. 233), the question was whether the respondent 
was the occupier of certain land of which the grazing was 
let from April to November. If he was, then the aggre- 
gate of the annual value of thé land occupied by him 
exceeded £300 and he was compulsorily assessable under 
Schedule D in respect of his farming. The General 
Commissioners had found in his favour, but this was 
reversed by a unanimous court. 

The Lord President said that the principle that the 
grazier under a seasonal let had only the herbage, and 
that the occupation of the lands remained in the 
proprietor, had never been considered in the House of 
Lords and never in any case where the ietor had 
it. In view; however, of Donald v. Thompson 
(1922, 8 T.C. 272), the court had no option but to take it 
that the practice prior to 1941 of assessing the owner 
under Schedule B was correct. Lord Moncrieff, referring 
to the long-standing practice of assessing the proprietor 
as occupier in such cases, uttered a dictum which states 
concisely an important legal principle : ‘“‘ While practice 
would thus appear to be settled, the question must 
nevertheless be regarded as still open, seeing that prac- 
tice cannot prescribe against a statute.” 

Upon the same day as the Forsyth Grant decision was 
given, the Court of Session also decided the case of 
Mitchell v. C.I.R. (1943, T.R. 241). This was another 
case of letting grazings but under different conditions ; 
and, whilst the General Commissioners had decided in 
favour of the Crown, their decision was reversed by a 
unanimous court. In contrast to the Forsyth Grant let- 
ting, here the tenant took the land for 364 days in each 
year—the odd day reserved excluding claims under the 
Agricultural Holdings (Scotland) Act, 1923. He was not 
restricted as to user and without obligation and at his 
own cost had had the weeds cut and paid for the super- 
vision of the livestock. The proprietor whom the 
Revenue claimed to be the occupier had at no time made 
any use of the land, and had borne none of the expenses 
exCept occupiers’ rates amounting to about 8s. 6d. p.a. 
But -he had always been assessed under Schedule A and 
was shown in the valuation roll as proprietor and 
occupier. 

The appellant—the report summary by mistake says 
“‘ respondent ’’—contended that under Rule 2 of No. VII 
of Schedule A the person was the occupier who had the 
use of the land ; and the court held that the tenancy was 
a lease of the lands themselves to a tenant who might 
have cultivated or used the lands in any way found 
convenient. It was extremely different from a seasonal 
grazing lease, although the tenant chose to use the lands 
for pasturage. 

The. conjunction of the two cases should be found 
valuable for future guidance upon the subject. 


Income tax—Annual Payment—Easement—Payment for 
shingle and sand—Deduction of tax—Jurisdiction— 
ules, No. 22; F.A:, 
1934, Section 21. 

In Duke of Fife’s Trustees v. George Wimpey & Co., 
Lid. (Court of Session (Outer House), January 13, 1943, 
Court of Session (Inner House), March 24, 1943, T.R. 


z= 


For the period ended November, 1939, E.P.T. was pay- 
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205), two important issues were decided of considerable 
interest to the Revenue, although it was not a party. 
The company were public works contractors who re- 
quired very large quantities of sand and shingle for the 

urposes of mixing concrete for aeroplane runways. In 
1942, the plaintiffs, who were owners of the foreshore at 
Palmers Cove at the mouth of the river Deveron, entered 
into an agreement with the company whereby the latter 
was to be allowed to take up to 20,000 tons of shingle and 
sand from the cove in consideration of a payment of so” 
much per cubic yard. By July 15, 1942, defendants had 
removed 19,019 cubic yards and the issue was whether 
from the £1,926 payable according to the scale they were 
entitled to deduct tax. The first question was whether 
the amounts due constituted “‘ rent ’’ within the meaning 
of Section 21 of Finance Act, 1934; and, this question 
having been raised, whether under Rule 22 of General 
Rules, Income Tax Act, 1918, the matter was one where 
the decision of the General Commissioners was final with 
no right of appeal to the courts. As regards this, both in 
the Outer House and in the Inner House of the Court of 
Session, it was held that whilst under Rule 22 the 
General Commissioners have exclusive jurisdiction to 
settle differences between tenants and landlords as to the 
proportion of payments or deductions to be made from 
any annual sum, they have under Rule 22 no jurisdiction 
to determine whether the sum due under a contract is an 
annual sum or the price due under a sale. In the Outer 
House the Lord Ordinary had decided that the payments 
under the contract were “ characteristic examples of 
mineral royalties ’’ and that the defendants were engaged 
in mining—‘‘ a stone mine means an excavation made in 
the earth for the purpose of diggingout stones.’’ Conse- 
quently, the payments were “rent” in respect of an 
easement, and Section 21 of F.A., 1934, applied. In the 
Inner House this decision was reversed. It was unani- 
mously held that whilst the right to take shingle from 
Palmers Cove was within the wide definition of “‘ ease- 
ment ”’ in Section 21, in order to succeed, it had to be 
proved that it was ‘‘ used, occupied or enjoyed in con- 
nection with any of the concerns specified in Rules 1, 2 
and 3 of No. III of Schedule A.’’ The defendants did not 
carry on any concern in connection with the shingle beds 
and the court rejected the argument that the user of the 
easement per se constituted a “ concern ”’ in connection 
with it. The court did not find it necessary to determine 
whether the payments constituted “‘ rent’ within the 
meaning of the Section. 


The net result of the case would seem to be that the . 


Trustees will get their payments in full; the company 
will be allowed to deduct the amounts in arriving at its 
profits; and the Revenue will have to find the legal 
machinery necessary for effective assessment, a task 
which would seem to be none too easy without new 


legislation. 


Excess Profits Tax—Capital computation—Investment 
company—Management expenses claim—When amount 
thereof to be credited in capital computation for E.P.T.— 
Income Tax Act, 1918, Section 33 ; Finance (No. 2) Adt, 
1939, Sections 13 (3), 18; Schedule VII, Part II, para. 
2 (1) (0). 

In Solgirth Investment Trust Company v. C.I.R. (Court 
of Session, July 13, 1943, T.R. 229), a point of consider- 
able significance was decided against the Revenue. The 
company made a claim in respect of management ex- 
penses each year under Section 33 of Income Tax Act, 
1918. Its accounts were made up to November 30 in 
each year and by agreement with the Revenue the 

of the company’s year were treated as those 
for the income tax year ending upon the following’April 5. 


November, 1943 


able, and by para. 2 (1) (6) of the 7th Schedule to the 
Finance (No. 2) Act, 1939, the amount thereof had to be 
deducted as from December 1, 1939, in computing capital. 
The accounts of the company were not submitted to the 
Revenue until about the May following the close of each 
business year and the expenses claim for the year to 
November, 1939, was not submitted until May 20, 1939. 
By Section 18 of the 1939 Act E.P.T. payable has to be 
treated as an expense in computing income tax profits of 
the period in respect of which it is payable. The company 
claimed, in effect, that the deduction in computing 
capital at December 1, 1939, should be the net amount 
of E.P.T. payable less income tax recoverable. The 
Crown contended, upon the contrary, that the income 
tax recoverable was not capital until the management 
expenses claim.had been received and accepted by the 
Revenue. It founded upon the words in Section 33 “‘ for 
any year of assessment ” and maintained that no claim 
could arise until after the end of the income tax year. 
The court unanimously rejected the Crown’s contention. 

Lord Fleming, in the leading judgment, said that an 
ordinary account for goods supplied, where there was no 
provision for a period of credit, was regarded as being 
due when the goods were supplied, though no demand 
had been made for payment, and no admission made 
that it was due. Such a debt would on ordinary account- 
ing principles be regarded as an asset in a balance sheet. 
The company’s claim for repayment of tax depended 
on events prior to November, 1939, and could not be 
affected by its trading after that date. If the question 
had been one between two persons in business the matter 
would have been dealt with on that basis. The Revenue 
having accepted the year to November 30 as the equiva- 
lent of the income tax year, there was nothing to prevent 
the matter being disposed of by a claim at that date. 
As to Section 33 (2) which provided that a claim must be 
made within 12 months after the expiration of the year 
of assessment, he found nothing to prevent a claim being 
made during the year of assessment. The claim had no 
resemblance to other reliefs under the Income Tax Acts. 

As Lord Fleming pointed out, the Crown’s contention 
led to a result arbitrary and unsatisfactory. It would 
mean that the date at which the tax became capital 
would depend upon Revenue diligence. 


Income Tax—Settlement on child—Whether income 
for less than child’s life—F.A., 1922, Section 20 (1) (c). 

In Mauroy v. C.I.R. (K.B.D., July 22, 1943, T.R. 289), 
appellant had settled certain property for the benefit of 
his wife and children. After the first year, the trustees 
were to hold two-thirds of the annual income for the 
appellant’s wife, and the other third during his wife’s life 
for the benefit of such children as he should appoint. Sub- 
ject to appointment, the one-third was to be for the bene- 
fit of his daughter on attaining the age of 21 or 
earlier with her mother’s consent. After his wife’s death 
the trust fund was to be held for such one or more of the 

“children or remoter issue of the settlor as he should 
appoint and, subject to appointment, in trust for all or 
any of his children living at his death. Joan, born in 
March, 1923, was the only child ; and she and her mother 
were still alive. The Crown contended that the one-third 
income of the trust was payable for a period less than 
Joan’s life because if the settlor were to beget three other 
children and all four were alive at settlor’s death her 
interest would be one-fourth only. The Special Com- 
missioner had held that the case was within the four 
corners of Section 20 (1) (c) of F.A., 1922; but 
‘Macnaghten, J., without giving reasons, held that their 
decision was wrong. Presumably, he considered that, in 
the circumstances of the case, the contingency was too 
remote. 
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FINANCE — 


‘The Level of Prices 

Over the past month there has been a slight but 
perceptible change in the trend of Stock Exchange 
prices. The movement has not been uniform throughout 
the period, but on balance the leading industrial equities 
have tended to fall and fixed-interest stocks to rise. This 
trend has not been sufficiently marked to provoke much 
comment, but it does contrast with experience for the 
greater part of the year. On previous occasions when a 
preference for fixed-interest stocks has made itself felt, 
it has been explained by reference to expectations of a 
longer war, which would make the “ recovery ” element 
in equities look more remote. It may be that no external 
factors are needed to explain the present movement, and 
that it merely represents a consolidation of equity gains 
preparatory to a fresh advance. But if any external 
influence was present, it can hardly have been the 
expectation of a longer war. The evidence is that people 


are thinking along quite contrary lines. If so, the reason. 


for the present price trend must be the opposite of the 
usual one. It may be that the slight weakening in 
industrial equities is due to a keener sense of the uncertain- 
ties which will face industry after the war, and that people 
are beginning to question the very high prices which 
have already been achieved. The nature of recent Stock 
Exchange business suggests that it is only the speculative 
fringe which is affected, and the search for yield among 
the lesser-known equities continues. With investment 
opportunities increasingly limited, there is nothing to 
tempt the ordinary investor to put stock on the market, 
and the underlying economic factors making for an 
advance in equity prices remain as strong as ever. If, 
however, the temporary recession has been due to 
doubts about the future level of prices, the rise in fixed 
interest stocks could be explained by operators seeking 
a new home for the profits they have taken in equities. 
This may not be quite logical, since gilt-edged prices 
too might possibly be called into question after the war, 
but the presumption is that any movement into fixed- 
interest stocks is only temporary, and that holders will 
employ their money elsewhere when they feel able to 
take a clearer view about the merits of ‘‘ post-war” 
equities. 
Coal and Nationalisation 

Another factor which may have contributed to the quiet 
and cautious atmosphere on the Stock Exchange recently 
has been the difficulties of the coal situation and the 
accompanying talk of nationalisation. In the event the 
Prime Minister has firmly and properly rejected the idea 
of taking so controversial a step in war-time and without 
a popular mandate. The fact that he was at such pains 
to deal with the matter does, however, suggest that there 
has been considerable pressure behind the scenes, and 
that the political risk attaching to colliery shares and 
others in the “ public utility ” category has by no means 
disappeared. By an obvious association of ideas Mr. 
Churchill’s announcement was followed by some im- 
provement in the junior home railway stocks, but their 
yields still remain very high by general market standards. 
In this instance it is not quite clear whether people are 
more afraid of the railways being nationalised or of their 
not being nationalised. If the alternative to national- 
isation were the conditions which prevailed between the 
two wars, it would be understandable if the investor 
regarded the former, at a fair price, as the lesser evil. 
No-one would care to forecast the political conditions which 
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will decide these matters after the war, but ifcloser control 
over certain public utilities is ever required, the investor 
has a right to express his views as to the form that 
control should take. It should be made clear that public 
corporations on the London Passenger Transport model 
give him the worst of both worlds. As experience with 
Transport ‘‘ C ”’ stock shows, he loses control but is left 
with the risk. If the Government wants control, it should 
also be willing to shoulder the risk associated with it. 


Argentine Rails 

The Argentine railway market has been hesitant since 
the occurrence of fresh political disturbances in Buenos 
Aires, but prior to that a considerable advance in prices 
had taken place. This rise was clearly associated with 
the departure of three leading railway directors on a 
mission to Argentina and with the British Government's 
more vigorous support of interests in that country. With 
the political outlook so uncertain, it is impossible to 
guess what sort of reception the British mission will 
receive. They will no doubt press for such urgent reforms 
as tariff increases and an improvement in exchange rates. 
They may also discuss how the railways will stand after 
the expiry in little over three years’ time of the Mitre 
Law, which grants the railways exemption from national 
taxation. While there is every justification for sym- 
pathetic treatment from the Argentine authorities, it is 
difficult to be very sanguine in the face of past history 
and the antipathy shown to foreign capital by Argentine 
nationalists. In the circumstances it is relevant to ask 
what the railway directors will do if their request for a 
“square deal”’ is again refused. The present impasse 
benefits neither the railway proprietors nor Argentina, 
and it is interesting to recall that the British Government 
appears to regard repatriation as the best ultimate 
solution. 
Repatriation Possibilities 

If this course comes to be seriously considered, it seems 
doubtful whether Argentina is yet in a position to make 
a suitable cash offer, despite the remarkable growth in 
her sterling balances. The Mitre Law provides that the 
Government may take over the railways at their 
“* recognised value ’’ plus 20 per cent. The nominal value 
of the capital in the British owned and operated railways 
is £240 million, whereas the market capitalisation is no 
more than {80 million. The latter figure is clearly more 
a reflection of Argentine Government policy than of the 
railways’ true value, and there should be no suggestion 
that the market value should be taken as the “ recognised 
value.”” As regards Argentina’s resources, the sum of 
£30 million to be applied in the repatriation of Govern- 
ment sterling loans has been described as “ part ’’ of the 
country’s accumulated foreign currency. At the end of 
last July the central bank held gold and foreign ex- 
change amounting to about £105 million. Some of this 
is no doubt earmarked against foreign deposits in 
Argentina, and some.must be in currencies other than 
Sterling. Moreover, part of the sterling balances will 
subsequently have been employed in the loan re- 

triation. If, as the figures suggest, a cash offer would 
be impracticable, an alternative would be for the Ar- 
gentine Government to take over the railways’ physical 
assets in return for State bonds, as in the case of Cordoba 
Central Trust and Argentine Transandine Holdings. 
Provided a fair valuation was made, a secure income 
from State bonds would probably be more acceptable 
to the railway stockholder than the present position. 
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Points from Published Accounts 


Lever and Unilever 
Progressive improvement has been shown in the 
- method of presenting the accounts of Lever Brothers 
and Unilever. A year ago the consolidated statement of 
_ profits was extended to reveal the charge for British 
income tax on the group ; and now it has been further 
enlarged to disclose not only the total charge for all 
British taxation, including income tax, E.P.T. and 
N.D.C., but also the aggregate provisions for depreciation, 
debenture interest and deferred repairs. The more 
sweeping view which this change gives can be appre- 
ciated when it is noted that “ aggregate profits”’ of 
£18,733,055 for 1942 are officially compared with 
£16,924,460 for 1941, whereas the prime-profit figure 
_ given in the accounts for the earlier period was only 
£10,562,540. This was described as the consolidated 
profit, including the company’s proportion of the profits 
less losses of subsidiary and allied companies, but this 
time the whole of the profits of these concerns has been 
brought into account, the proportion attributable to 
the interests of outside shareholders being shown as a 
separate deduction of £1,158,729. |The comparative 
column of adjusted profit figures for 1941 is extremely 
helpful, but even so, the new method of drawing up the 
profit statement inevitably brings yet another break in 
the continuity of the profit record. To overcome this 
difficulty within the space allowed by the paper 
regulations would mean omitting other important 
information which the accounts at present give; 
and the chairman, Mr. Geoffrey Heyworth, is to be 
congratulated upon having agreed, directly the matter 
was drawn to his notice, to disclosing the adjusted 1940 
figures to the Press, thus permitting a three-years’ 
comparison to be made. The balance-sheet has also been 
improved. The general reserve of {10,000,000 has been 
divided to show the portion (5,286,673) representing 
premiums on issues of capital and the portion 
(£4,713,327) representing amounts set aside out of 
revenue. Further, a capital reserve of /1,669,161, 
' representing the surplus arising on the valuation of 
shares in subsidiary and allied companies in 1937 and 
previously deducted from these assets, is now stated 
separately. The amount of the general contingencies 
reserves is also disclosed, at £1,643,928. As to £351,504 
- this was previously included with creditors, and as to 
£600,000 deducted from shares in subsidiary and allied 
companies; the balance mainly represents a special 
dividend received during the year from a subsidiary. 
The true strength of the reserve position is placed in 
proper perspective as much by the board’s careful 
explanation of the inwardness of these changes as by 
the changes themselves. 


Cinema Accounts 

Last month.we commented upon the greater wealth of 
information provided in the accounts of Gaumont- 
British following the in that company’s control. 
A year ago shareholders of Odeon Theatres, another 
member of the same group, were promised a consolidated 
balance-sheet, and this is now presented together with 
a consolidated statement of profits. Leading up to the 
preparation of these more detailed accounts there were 
important refinancing arrangements, the main effect 
of which was to replace a large volume of short- 
term mortgages, or mortgages carrying onerous terms 
of repayment, by debenture capital whose annual 
service was described as well within the financial 
resources of the group. In addition, holders of the 
£1,440,000 of 6 per cent. debentures of the parent 


concern, maturing at an early date, agreed to 
surrender this stock i an issue of £288,000 5s. 
ordinary shares and £1,512,000 of 5} per cent. second 
debentures. As thus increased there is still only £946,991 
of ordinary share capital, preceded by £1,563,151 of 6 per 
cent. cumulative preference shares and group loan 
capital of {7,737,923. Disclosure of the group figure thus 
emphasises that the ordinary shares are very highly 
geared, accounting, in fact, for only about 9 per cent. of 
the group’s total share and loan capitalisation. The 
consolidated balance-sheet also makes it clear that 
further long-term financing--will probably be found 
desirable, quite apart from the expansion programme 
which the chairman outlines in his statement, for against 
current liabilities of £3,843,923, including tax provisions 
of £2,042,790, the floating assets, mostly made up of 
cash, War Bonds and tax reserve certificates, aggregate 
only £2,493,243. Intangible assets of the group are shown 
at £220,339, but these are being written off at the rate 
of £122,514 annually, while the theatre p ies, stand- 
ing in the consolidated balance-sheet at £12,002,872, 
are declared in the report to be brought in at less than 
their present value. 


** News of the World ’”’ 


Another company to revise the form of its accounts is 
the ‘‘ News of the World,” whose directors specifically 
draw the shareholders’ attention to the fact that “‘ the 
accounts are being presented in a new form to accord 
with modern ice.” This is a rather ambitious 
statement. It is true that preference dividends are now 
deducted at their net amount, instead of gross as for- 
merly, and that this accords with the modern trend. 
(Ordinary dividends, being paid tax free, have always 
been shown at their net amount). But if the changes 
in the profit and loss account are also in line with 
modern developments then the efforts of accounting 
reformers have gone for nothing. The sole profit figure 
is a bare net sum, from which fall to be deducted only 
dividend payments and allocations to free reserves. 
This makes a poor contrast with the old method of 
setting out.the profit and loss account, which used to 
show the trading profit separately from other income 
and before deduction of taxation, depreciation and 
pensions—appropriations whose amounts were specific- 
ally stated. Another defect is that while mentioning 
the revised practice in the phraseology already quoted 
the report does not particularise the changes made or 
make clear their implication. There is no comparative 


' statement to indicate that the profit of £195,861 now 


returned is comparable not with the surplus of £255,839 
shown a year ago but with a sum of £192,839 reached by 
deducting from that figure the income tax of £63,000 
included in the gross preference dividend requirements 
last time. 

Eastwoods : 

The capital statement of Eastwoods contains the 
bald entry ‘‘ 150,000 preference shares of {1 each, fully 
paid.” The dividend rights attaching to this class are 
broadly indicated in the profit and loss (appropriation) 
account, where {5,250 is deducted for the half-yearly 
“* dividends on 7 per cent. cumulative preference shares.” 
But this incidental way of mentioning them does not 
exclude the possibility that the shares might be entitled 
to participation in surplus profits. Actually the shares 
are simple 7 per cent. cumulative preference shares, and 
there seems no good reason why they should not be 
precisely described in the appropriate balance-sheet entry: 
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— | Publications 


Management Mechanised Accounting. By J. J 
igan, B.Com., C.A. 
Ltd., Potters Bar and London. Price 30s. net.) 

It is no exaggeration to say that Miss Cadigan’s lines 
of approach to her subject are revolutionary in treat- 
ment, in language and in presentation. She herself 
describes these lines of approach by stating that the 
first line is that of the accountants’ selection of material 
for account entry under classification, and, secondly, 
the management approach and the common sense 
approach which signifies “‘ that the moulds of products 
for different purposes must necessarily demonstrate 
distinctive characteristics.’’ Accounting, we read, is 
“‘the science and art of the scientific statement of 
business,” and this is amplified by the further statement 
that “ the advancements of knowledge in the develop- 
ment of writing, coinage, transport, manufacturing 
processes, the revolutionary changes in the composition 
of capital and the contribution of labour, and the 
specialised functions of management have impelled the 


preparation of the written scientific statement.” But | 


the progressive thought of the authoress is perhaps best 
illustrated by the following summary which appears 
at the end of her Foreword: “‘ Business Management, 
evolved and become significant in the Industrial Age, 
is built up of Managers with specialised function’, among 
whom is the accountant with the specialised function of 
providing cohesion by statements of future, present and 
past business, with the rider that Accounting Statements 
are merely paper until knowledge, judgment and action 
are added by the managers. Mechanised accounting is 
the arrangement composed of Records, Staff and Equip- 
ment for the preparation of Statements, and through 
the tool of mechanical equipment the range of accounting 
statement is extended to wider circumstances of business 
organisation and the time is reduced between the time 
of happening of activities and the recording and inter- 
pretation, all being dependent on the individuals 
responsible for planning, maintenance and use of results. 
It is likely that in the near future ‘‘ mechanised ’”’ need 
not be mentioned, this being understood in every 
accounting arrangement.” 

The main work is divided into two sections dealing 
respectively with (1) The Machine Application and 
Related Subjects, and (2) The Characteristics and 
Requirements of Education for Business Management 
in general, and with reference to Mechanised Accounting. 
The chapters which deal with educational reforms for 
the subject of mechanised accounting and for the broader 
aspects of the subject of business management call for 
a coupling of the pure science with the applied science 
of business management. With the pure science, we 
are told, the emphasis is on acqtisition of knowledge 
as the end itself, and with the applied science the objec- 
tive stresses the acquisition of knowledge as the means 
to other ends in the activities of mankind, with, conse- 
quently, greater emphasis on practical method in educa- 
tion and regard for existing conditions of practice. As 
a thought-compelling contribution to a large and com- 
paratively new subject the book can be recommended 
as an academic masterpiece, even at the high war-time 
price of 30s. 


Staples on Back Duty. By Ronald Staples. Fourth 
Edition. (Gee & Co. (Publishers), Ltd., Potters 
Bar and London. Price 21s. net.) ~ 

This work has been so well known to accountants for 
the past twelve years that it only needs commendation 
to the younger members of the profession who may 


(Gee & Co. (Publishers), ° 


not yet be familiar with its contents. Older members, 
certainly those who have ever had to deal with back 
duty cases, will not hesitate to add the new edition to 
their libraries, or substitute on their desks for the 
previous edition. Mr. Staples draws particular attention 
to the provisions of the Finance Act, 1942, which alter 
the law in cases of fraud and are of the utmost import- 
ance. It may be recalled that Section 33 of that Act 
provides that where any form of fraud or wilful default 
has been committed by or on behalf of any person in 
connection with.or in relation to income tax for 1936-37 
or any subsequent year of assessment, then assessments, 
additional assessments or surcharges can still be made in 
respect of that’ year, even though the statutory time 
limit has expired. But still more important, perhaps, 
is Section 34 of the same Act, which provides that 
statements or documents produced by or on behalf of 
a person are to be admitted in evidence against him in 
certain proceedings, notwithstanding that his attention 
has been drawn to the fact that (a) the Revenue will 
accept pecuniary settlements instead of instituting 
proceedings, (b) though no undertaking can be given 
as to whether or not the Revenue will accept a pecuniary 
settlement, it is the practice for the Revenue to be 
influenced by the fact that a full confession has been 
made and full facilities for investigation given. The 
provisions of this latter section have been severely 
criticised in legal circles, and even Konstam has ex- 
pressed the hope that such an enactment may never be | 
treated as a precedent. 

It will be obvious to every reader th@t this work 
can only have been written by one who has‘a wide 
practical knowledge of back duty cases and settlements, 
and we call special attention to the chapter on “ Volun- 

Disclosures.”” This is closely related to that 
dealing with the psychological aspect, in which the 
author presses forward yet again the plea for “a time 


. sanctuary for taxpayers,” during which period any © 


person who made a voluntary confession of having 
defrauded the Revenue would be exempt from all 
penalties and public proceedings, provided that restitu- 
tion of all under-assessments were made and the Revenue 
put in the same financial position that it would have 
held had correct returns and statements been made. 
Mention must also be made of the notes on cases involv- 

excess profits duty which are not Subject to any 
time limit where there has been fraud or wilful default. 
It is reasonably to be expected that similar provisions 
will ultimately be applied ig relation to excess profits tax. 


Concise Excess Profits Tax and National Defence 
Contribution. By. A. G. McBain, Chartered 
Accountant. (Sweet & Maxwell, Ltd., London. 
Price 12s. 6d. net.) 

It is not easy to write concisely about complicated 
taxation measures, but the author of this work has 
made a successful attempt to cover the double subject 
within a reasonable space. All accountantseare by this 
time familiar with the possible methods of computing 
profits, but it must be admitted that computations of 
capital and average capital employed: still cause a good 
many headaches. Mr. McBain’s treatment of this 
part of his subject is not quite as full as might have 
been wished ; but his examples will be found very helpful, 
and they follow the lines adopted by Inspectors of Taxes. 
His references to surplus cash do not include any dis- 
cussion of the difference between the words “ not 
required ” as appearing in the statute and the words 
“not used’”’ which usually appear in letters from 
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Inspectors of Taxes. Many cases have arisen where the 
surplus of debtors over creditors would normally be a 
substantial sum and constitute a considerable percentage 
of the issued capital, but under war conditions this 
surplus has been reduced to very small figures and 
sometimes to nil. This is due to the fact that the 
restriction of credit has reduced the amount of debtors 
on the books at any given time, and the asset “f debtors * 

has merely been altered to anotfier asset “‘ cash.” In 
_ so far as that cash forms part of the issued capital of 
the company it might well be argued that it is required 
for the purposes of the business, even though not 


= Legal 


EXECUTORSHIP LAW AND TRUSTS 
Inheritance (Family Provision) Act, 1938—Capiial sum 
and annuity. 

In Pugh v. Pugh (1943, 2 All E.R. 361), Morton, J., 
decided an interesting point under the Inheritance 
(Family Provision) Act, 1938. The testator bequeathed 
his residuary estate to his widow by his will dated August, 
1939. The only ether beneficiary was his infant grand- 
son, to whom he devised a farm, valued for probate at 
£5,000. The net residuary estate was worth about 
£1,800. It was contended that, in calculating the 
maximum amount of income which could be made 
applicable to the widow (who applied for an order 
under ‘the Act) regard must be had to her ability to 
purchase an annuity out of the capital of the residuary 
estate. Evidence was tendered by the plaintiff that 
shortly befofe his death the testator had on several 
occasions expressed his intention to leave everything 
to his widow. It was argued that those verbal state- 
ments were reasons for the testator’s dispositions within 
the Act, and were therefore admissible in evidence. 
Morton, J., held that: (1) In ining the amount 
of income which could be made applicable for the widow 


no regard should be had to the fact_that she was given . 


the capital, out of which she might buy an annuity. 


The amount of-income which could be made applicable ~ 


for her must be based on the o income which 
capital would produce; (2) the testator’s statements 
were not the reasons for his dispositions as defined by 
the Act, but merely declarations of intention. They 
were, therefore, inadmissible in evidence. 


Trustee Act, 1925—Power to vary investments. : 
The Trustee Act, 1925, gives power to trustees to 
invest in authorised securitjes, whether or not the 


trust funds are in a state of investment. In Re Pratt 
(deceased) (1943, 2 All E.R. 375), Morton, J., held that, 
on a proper construction of Section 1 of the Act, where, 
as in a settlement of a specific investment, the trust 
funds are already in a state of investment, that neces- 
sarily implies a power to . 
November 23, 1936, the testatrix bequeathed to her 
trustees all her shares in a coffee estate upon trust to 
pay the income thereof to her nephew during his life, 
and after his death, as to both capital and income, in 
trust for his child or children, and, if no such child should 
attain a vested interest, then for her two nieces as 
tenants in common in equal shares. There was no 
express trust for sale. On April 17, 1939, the testatrix 
died. At the date of the summons the nephew was 
married, but had no children. He took out a summons 
(as one of the trustees) under Section 57 of the Trustee 
Act, 1925, asking for power to sell the shares. The 
Court held that the trustees already possessed such 
power under the statute. 


By her will, dated 
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actually used. Mr. McBain deals fully with problems 
in relation to groups. of companies, successions and 
amalgamations. 
- We cannot refrain from quoting the author's racy 
- description of the varied changes in E.P.T. legislation : 
“‘ The accountant or business man who approaches the 
subject in its present form is very much like the racegoer 
who, having backed a horse, finds that since he arrived 
on the course it has changed its jockey, is now running 
under another man’s colours, and that, having: been 
entered in the Armaments Profits Stakes, it is now a 
challenger for the Post-War Reconstruction Cup.” 


Notes 


Guardianship of infants—Court’s jurisdiction to appoint— 


Property unnecessary. 

It had been generally supposed that the foundation 
of the Court’s jurisdiction to appoint a guardian of an 
infant was the existence of property which the Court 
was asked to administer. When it wes desieed t0-meahe 
an infant a ward of Court, therefore, it was the practice 
to make at least a nominal settlement upon the infant. 
Bennett, J., in Re D. (Infant) (1943, 2 All E.R. 411), 


after considering the authorities, held that that was an — 


erroneous view. The fact is, he said, that the Court’s 
jurisdiction is based not on property, but upon the need 
of an infant for ion, provided that the infant 
resides in England. It is irrelevant that the infant is a 
foreign subject. Four children of tender age were 
brought from Germany to England in July, 1939. 
Their parents, German Jews, were then living in Ger- 
many. The children were at all material times without 
property of their own and were brought to England 
by a society for aiding refugee children from Germany. 
As the relatives were unable to maintain the children, 
they were placed in a hostel by the Society. In January, 
1943, the relatives of the children obtained possession 
of them and failed to return them to the hostel. A 
summons was taken out on behalf of the children by 
their next friend for the appointment of guardians of 
the infants. Bennett, J., found there were circum- 
stances making it desirable to appoint guardians, and 
held that there was jurisdiction to appoint. 


Administration—Dates from which legacies carry interest. 
In accordance with the principle that an executor 
has a year from the testator’s death in which to get 


in the estate and if necessary convert it into money,’ 
the general rule is that legacies do not carry interest | 


until that year has elapsed. That is so even where the 
testator directs payment “as soon as possible ’’ after 
his death. In the case, however, of a legacy directed 
to be paid “ immediately after my death,” interest is 
payable fromi the date of the testator’s death. Another 
exception to the general rule is where the testator was 
the father of, or stood in loco parentis to, the legatee, 
a there is no provision for maintenance. In 
Pollock (deceased) (1943, 2 All E.R. 443) Bennett, J., 
had to decide what interest (if any) was carried by 
legacies in the following circumstances. The testator 
bequeathed : (1) £1,000 to his wife to be paid imme- 
diately on his death ; (2) £10,000 to his trustees upon 
trust for his son if he should attain the age of 25 abso- 
lutely, but, if he should die under that age, the £10,000 
was to fall into residue. Bennett, J., held that (1) the 
legacy to the widow carried interest from the date of 
the testator’s death ; (2) as the £10,000 was a contingent 
legacy given to the trustees and not to the son, interest 
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was not payabie from the testator’s death, but only 
from one year thereafter, where, as here, there was no 
provision in the will to the contrary. If the son attained 
25, the interest or income paid in respect of the legacy 


‘The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime 
enactments and Orders which most concern the accountant. 
The forty-fifth instalment is given below. The sum- 
maries are not intended to be rm but only to give 
the main content of an Act or Order, the full text of which 
should be consulted if details ave required. 


ORDERS 


CLOTHES RATIONING " 
No. 1100. Consumer Rationing (Consolidation) Order, 
1943. 

No. 1242. Consumer Rationing (Amendment) Order, 1943. 

No. 1100 replaces all previous Consumer Rationing 
Orders, with a number of important amendments, taking 
effect from September 1, 1943. No. 1243 contains a 
revised article dealing with reduced coupon rates fr 
goods sold at clearance prices. 


(See AccounTANCY, January, 1943, page 74.) 
EXCESS PROFITS TAX 


No. 1280. Excess Profits Tax (Metals, Oil and Mineral 
Producing Concerns) Regulations, 1943. 


Rules are laid down for determining the extent of. 


natural deposits and the degree to which their exhaus- 
tion is accelerated by additional output due to the war. 
The 1942 Regulations are revoked. 


(See Accountancy, October, 1943, page 18.) 


FINANCE 
No. 1232. Regulation of Payments (Consolidation) 
(Amendment) Order, 1943. 

The exemptions from Regulation 3c of the Defence 
(Finance) Regulations (prohibition of payments to 
persons resident outside the sterling area) are modified in 
respect of persons resident in Central American countries. 


(See Accountancy, September, 1943, page 241.) 


INCOME TAX 
No. 1310. Deduction of Income- Tax (Schedule E) (Mer- 
chant Navy) Regulations, 1943. 

From November 1, 1943, income tax is to be deducted 
from seamen’s wages in accordance with tables to be 
issued by the Commissioners of Inland Revenue. 

(See Accountancy, April, 1943, page 137, and this 
issue, page 32.) 

LIMITATION OF SUPPLIES 
No. 1206. Limitation of Supplies (Polishes) (No. 3) 
Order, 1943. 

For the four months, September 1 to December 31, 
1943, the quota for supplies of polishes is 334 per cent. 
by value of supplies during the six months ending 
November 30, 1939. An unregistered person who was 
manufact polishes on June 1, 1942, may supply 
polishes to a value of {41 13s. 4d. per month. The 
definition of “ polishes *’ is widened. No Se may be 
supplied other than flodr polish, furniture polish, boot or 
shoe polish and leather polish. 

(See Accountancy, October, 1943, page 18.) 


ACCOUNTANCY 


would go to him if not previously expended (as it could 
be if required) for the maintenance of the legatee. The 
rate of interest payable on the legacy was 4 per cent. 
per annum. 


Acts and Orders 


MANUFACTURE AND SUPPLY 

No. 1213. Toilet Preparations (No. 3) Order, 1943. 

Registered manufacturers must be individually licensed 
by the Board of Trade to manufacture and supply toilet 
preparations. There are regulations governing the pack- 
ing and marking of controlled goods. Manufacturers 
must keep accurate accounts and records, and regis- 
tered persons must send a quarterly return to the Board. 


No. 1207. Headwear (No. 6) Directions, 1943. 


‘No. 1203. Corsets (Manufacture and Supply) (No. 7) 


Directions, 1943. 

The quotas for the supply of headwear and corsets are 
unchanged for the six months September 1, 1943, to 
February 29, 1944. The previous Directions are revoked, 
and the new provisions introduce some modifications. 


(See Accountancy, September, 1943, page 241.) 


PRICES OF GOODS AND SERVICES 
No. 1250. Miscellaneous Goods (Import and Prevented 
Export) (Maximum Prices) Order, 1943. 

Where maximum prices have been fixed by the Board 
of Trade for any goods, the maximum wholesale and 
retail prices of similar imported goods are to be com- 
puted by adding to the price paid to the importer the 
same margin as though the importer were the manufac- 
turer. Rules are laid down for determining maximum 
prices of goods the export of which has been prevented 
by Government action. 

No. 1187. Wool Yarn and Wool Cloth (Maximum Prices 
and Charges) Order, 1943. 

Maximum prices or methods of computing maximum 
prices are prescribed for spinners and weavers and all 
commission rs of woollen and worsted yarns and 
cloths (except hand-knitting or mending yarns). - 


(See Accountancy, September, 1943, page 242.) 


TRADING WITH THE ENEMY 
Nos. 1290, 1365. Trading with the Enemy (Specified 
Persons) (Amendment) Orders, 1943, Nos. 13, 14. 
No. 1290 is a consolidating Order, setting out the full 
list of persons in neutral countries who are deemed to be 
enemies. This is amended by No. 1365. 


(See Accountancy, September, 1943, page 242.) 


WAR DAMAGE 
No. 1277. War Damage (Business Scheme) (Premium) 
Order, 1943. 

Business scheme policies for the six months beginning 
on October 1, on: are to be issued a premium of } per 
cent. 

(See horeunlantie, May, 1943, page 157.) 


~ 


In September, 1940, the offices of Taxation at First Avenue 
House, London, W.C.1, were destroyed by enemy action, 
and since that date the editorial offices have been housed at 
various tempo: addresses. The proprietors have now 
completed the purchase of 98, Park Street, Mayfair, London, 
W.1, and this will be the ent home of the paper 
from October 25. The P’ , which was formerly a private 
residence, is eminently suited to its new purpose. 


—— 
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Society of Incorporated Accountants 


MEMBERSHIP 


The following promotions in and additions to the member- 
ship of the Society have been completed :— 


ASSOCIATES TO FELLOWS 

_Amsdon, Edward Victor (Amsdon, Cossart & Wells), 
London, Practising Accountant ; Andrews, Clifford James 
Bertie, Bournemouth, Practising Accountant; Bray, 
Herbert (Fredk. & C. S. Holliday), Leeds, Practising Accoun- 
tant; Bromwich, Philip Arthur Harrison, Leicester, 
Practising Accountant ; Brown, John Norman, Plymouth, 
Practising Accountant ; Chapman, William Albert (H. T. 
Salmon & Co.), London, Practising Accountant ; Chatterjee, 
Debi Prosanna (D. P. Chatterjee & Co.), Calcutta, Practis- 
ing Accountant; Cockram, John, Watford; Coucill, 
Joseph Alfred (F. Whalley & Co.), Liverpool, Practising 


Accountant; Cresswell, Frederick Joseph James,. 


Bloemfontein, Practising Accountant ; Dalton, Christopher 
Joseph (William C. Ribbeck & Co.), Dublin, Practising 
Accountant ; Deshpande, Anant Venktesh (A. V. Desh- 
pande & Co.), Bombay, Practising Accountant ; Dicks, 
George Frederick (Wentworth Price, Gadsby & Co.), 
Cardiff, Practising Accountant ; Evans, Leonard William 
Henry (Camm, Metcalf & Co.), Sheffield, Practising Accoun- 
tant ; Fitzpatrick, John Ignatius, B.Comm. (FitzPatrick 


_ and Co.), Dublin, Practising Accountant ; Folland, Richard 


Alfred (W. G. A. Russell & Co.), Birmingham, Practising 
Accountant ; Foulston, George Frederick (Keens, Shay, 
Keens & Co.), Leighton Buzzard, Practising Accountant ; 
Gardiner, William Craig (Hill, Vellacott & Bailey), 
Belfast, Practising Accountant ; Geipel, Clifford (W. G. A. 
Russell & Co.), Birmingham, Practising Accountant ; Halley, 
Edward (T. R. Chambers, Halley & Co.), Waterford, Prac- 
tising Accountant; Harris, Edward Cecil (F. Whalley 
and Co.), Liverpool, Practising Accountant; Holliday, 
Frederic Charles (Fredk. & C. S. Holliday), Leeds, Prac- 
tising Accountant ; Holliday, Wilfred Barton (Fredk. and 
C. S. Holliday), Leeds, Practising Accountant ; Jackson, 
George Henry (Geo. H. Jackson & Co.), Sutton, Practising 
Accountant ; Jackson, James (Fredk. & C. S. Holliday), 
Leeds, Practising Accountant; Lewis, John Stanley 
(John Brown & Lewis), Belfast, Practising Accountant ; 
Long, Ernest, City Treasurer, Newcastle-on-Tyne; 
Mackerrell, John Alexander, London ; Marshall, Leslie, 
Borough Treasurer, Wallington; Naylor, Harold (Camm, 
Metcalfe & Co.), Sheffield, Practising Accountant ; Oldman, 
Alec Stuart, Fleetwood, Practising Accountant ; Parker, 
Terence Norrington, London, Practising Accountant ; 
Phillips, Arthur Watkin (Phillips & Trump), Cardiff, 
Practising Accountant; Radford, Walter Frederick 
(Silversides, Slack & Barnsley), London, Practising Accoun- 
tant; Rodger, Thomas, Newcastle-on-Tyne, Practising 
Accountant ; Rowland, Sidney Charles, Southampton, 
Practising Accountant; Ryland, Herbert Clift (Ryland, 
Clift & Co.), London, Practising Accountant ; Shah, Chandu- 
lal Vanechand (Chandualal & Co.), Bombay, Practising 
Accountant ; Shankland, Frank Herbert (Alfred Shank- 
land & Sons), Cardiff, Practising Accountant; Slatford, 
Alan Herbert (Alan H. Slatford & Co.), London, Practising 
Accountant ; Smith, Harry, Borough Treasurer of Camber- 
well, London; Smyth, Robert Patrick Joseph (Stritch 
and Smyth), Dublin, Practising Accountant; Stanley, 
Kenneth Ravenscroft (Thornton & Stanley), Lancaster, 
Practising Accountant; Sutcliffe, James, Fleetwood, 
Practising Accountant ; Thomas, Walter Percy, Wimble- 
don, Practising Accountant ; Thornton, James (Thornton . 
and Stanley), Lancaster, Practising Accountant ; Trump, 
Thomas Henry (Phillips & Trump), Cardiff, Practising 
Accountant ; Vincent, Albert Vincent, Borough Treasurer, 
Rotherham ; Whalley,,Edgar Sampson (F, Whalley and 
Co.), Liverpool, Practising Accountant ; Winnington, John 


Alexander (Winnington, Adams & Co.), Belfast, Practising 


Accountant ; Wood, Edward Laurence Mervyn (John 
Wood & Son), Newport, Mon., Practising Accountant ; 
Yeabsley, Richard Ernest (Hill, Vellacott & Co.), London, 
Practising Accountant. 


ASSOCIATES 

Allen, George Henry Thomas, Wallasey; Aris, 
Douglas Heath, London; Armstrong, Ernest Vivian, 
Liverpool ; Auerbach, Cyril James, Reading, Practising 
Accountant; Barnes, Colin Cooper, Sheffield; Coyne, 
Gerard Richard, London; Davenport, Angus Forbes, 
London; Dickens, Henry Thomas, London; Doody, 
Edmond James, Dublin; Dyer, Arthur Frederick, 
Castleford ; Gardner, Peter Dennis, Luton; Godfrey, 
W: Arthur, Bournemouth ; Harman, Albert Ed . 
London ; Harvey, Henry Hibbitt, Paymaster-Commander, 
Royal Navy, London; Hill, Roland Drummond, Man- 
chester ; Hill, Walter Henry, Manchester, Practising Ac- 
countant ; Hopkins, Edward Arnold, Dublin; Keepax, 
Raymond Henry, Birmingham; Long, John Jarlath, 
Dublin; Mozley, Eric, Leeds; Nicholas, Alfred Roy, 
London ; Over, Francis Gaspard (Geo. H. Jackson and 
Co.), Sutton, Practising Accountant; Patterson, Joseph 
Sydney, Coleraine, Practising Accountant ; Poole, Harry, 
Burslem, Practising Accountant; Reakes, Stanley John, 
Newport, Mon. ; Roberts, David Glyn, London ; Rumball, 
Kenneth Joseph, Dublin; Senior, Ralph Hockey, Lon- 
don; Stewart, John Alexander, Glasgow; Taylor, 
Robert Hudson, Bury St. Edmunds; Thomas, Wilfred 
James, Liverpool ; Vidgeon, Wilfred Berry Hammond, 
London; Webb, Winifred Margaret Lano, London ; 
Whitaker, Charles McDonald, Cambridge. 


PERSONAL NOTES 


The Minister of Labour and National Service, with the 
consent of the Prime Minister, has appointed Mr. T. W. F. 
Dalton to be Accountant General in succession to Mr. J. W. 
Todd, C.B., C.B.E., F.S.A.A., who has been released to take 


_up the post of Financial Director of the National Service 


Hostels Corporation, Limited, hitherto held by Mr. R. H. 
Bindloss, F.S.A.A., who is relinquishing that pogition on his 
appointment as Executive Director of the Corporation. 

Miss Phyllis E. M. Ridgway, B.A., Incorporated Accountant, 
has been appointed by the Lord Chancellor a Justice of the 
Peace for the City and County of Kingston-upon-Hull 

Mr. Douglas ’B. Brown has recently been® commissioned as. 
a second lieutenant in the Bedfordshire and Hertfordshire 
Regiment. He had previously held the distinction of being 
the youngest R.Q.M.S. in the British Army, being appointed 
to that rank before reaching the age of 21. Mr. Brown was 
serving articles with Mr. A. T. Keens, F.S.A.A., of Messrs. 
Keens, Shay, Keens and Co., London, when he was mobilised 
as a Territorial at the outbreak of war. He obtained Honours 
in the Society’s Intermediate Examination in November, 
1938, and was awarded the Sir James Martin Memorial 


Exhibition. 
OBITUARY 


ALBERT BATES 

We regret to record the death on September 23 of Mr. 
Albert Bates, F.S.A.A., at the age of 75. Mr. Bates had been. 
in public practice at Stoke-on-Trent for about fifty years. 
He became a member of the Society of Incorporated Account- 
ants in 1898, and was keenly interested in the North Stafford- 
shire District Society from its formation in 1925, when he 
became the first Vice-President. For the last seven years he 
held the office of Honorary Auditor of the District Society. 


JACK HARRY SCOTT-TAGGART 

We have learned with regret that Mr. J. H. Scott-Taggart, 
A.S.A.A., F.I.M.T.A., has beén presumed lost at sea through 
enemy action in July, 1943. He was 32 years of age, and had 
been a member of the Society of Incorporated Accountants 
since 1940. After several years’ experience in the City 
Treasurer's Department, Norwich, and subsequently as 
Assistant Treasurer of the municipality of Singapore, he was 
ge Borough Treasurer of Berwick-upon-Tweed in 
1937. He recently resigned this position, and at the time of 
his death was on his way to take up an official appointment 
in Nigeria. 
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